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BUSINESS PROSPECTS AND CURRENCY ELASTICITY. 


Among the principles of practical finance which are often 
misunderstood of late, is that which teaches that the revival of 
business after a panic depends very much on the state of the 
currency. Thus the slow recovery of our commercial activity dur- 
ing the last eighteen months is by not a few people ascribed 
almost wholly to faults in the circulating medium. Very mis- 
chievous results have followed this error both in Congress and 
elsewhere. The financial critics are not all agreed as to the pre- 
cise defects in-our monetary system which cause the trouble. The 
currency according to one set of reformers, is too limited in its 
volume, and they would have it expanded by new issues of irre- 
deemable paper. Another class oppose the principle of new issues. 
They declare that the greenback currency is inflated and needs 
contraction till its value appreciates to par with gold. Both these 
hostile armies of currency reformers are accustomed to clamor for 
what they call “elasticity of the currency” as the great condi- 
tion of industrial recuperation. Let us briefly examine these 
opposing theories and -the object at which, in such different ways, 
they both profess to aim. 


That object is to renew the activity of business. Many people 
are much surprised that the panic of 1873 has left a languor which 
is so slow to pass away. But if we examine accurately, we shall 
see that there is no reason for surprise. Let us ask, for example, 
what it was that brought on the panic? Did not the trouble 
arise from the fact that hundreds of millions of dollars had 
been, year after year, sunk in unprofitable works, and that the 
owners of this vast sum lost confidence and refused to invest any 
more capital without better security. In railroads alone, between 
the years 1867 and 1873, we invested, chiefly of borrowed money, 
no less than 1742 millions of dollars, or a much larger sum 
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than the indemnity paid by France to Germany. If the owners of 
this capital had been willing to go on lending us for our railroads 290 
millions a year, we need have had no panic in 1873. But the 
capitalists refused. They were tired of lending money for the creat- 
ing and running of unprofitable railroads. Hence railroad progress 
had to stop. A million of men were thrown out of work. The 
best of these men soon entered other occupations; but too many 
still find it hard to get employment, for the simple reason that 
the work they used to do has ceased to be possible at present, 
and they are too shiftless, or too unskilled, or too indolent to 
create other openings for their own labor. Here, in brief, is one 
of the great causes of the panic, and of its slowness to pass off. 


Leaving this industrial aspect of the panic, however, let us take 
up. its financial side. The financial cause of the panic was undoubt- 
edly a loss of credit. ‘There is this in every panic. Whatever other 
symptoms it has, there is a perturbation of credit also, as one of its 
chief features. Economists have divided panics into various classes. 
They distinguish first what they call “the currency panic.” Such was 
that of England in 1825, that of the United States in 1857, and 
that of France during the empire of the Assignats. Secondly, there 
is a kind of panic known as “the financial panic,” where the fault 
is not in the currency, but in a general break-down of the mechan- 
ism of credit. The great fabric of confidence throughout the country 
is in such a crisis overstrained, and a collapse ensues, as in England 
in 1866. The third species of panic is “the capital panic,” like that 
of England in 1847, when the expenditure of an excessive sum of 
floating capital, and its conversion for several years into fixed cap- 
ital, caused a violent revulsion. It is to this last cause that we owe 
our panic of 1873. We have almost tripled our railrdad investments 
since 1860. In that year the cost of our railroad system was 1,491 
millions of dollars. At the close of 1873 it had risen to nearly 
4,000 millions. This excessive conversion of floating capital into 
permanent fixed forms might well be expected to produce trouble, 
and the only wonder is that the explosion was delayed so long. 
It offers a conspicuous illustration of the immense strength and 
recuperative vitality of our financial system, that the expenditure 
of these prodigious sums, year after year, in works which were 
to so great an extent unproductive was not sooner followed by some 
wide-spread disaster. 

We must not omit to mention another cause of the slow recov- 
ery from the panic. The foreign market for American securities, 
though favorable, is not as active as was anticipated. Great 
amounts of foreign capital are no doubt being invested here, but 
in consequence of the prejudice awakened against American secur- 
ities, the demand abroad is not so good as it ought to be. Nor 
need we wonder at this. We have 122 railway companies which 
have defaulted on their bonds. The aggregate debt of these 
tainted companies is $ 567,028,000. They may be divided into 
there classes. First, companies representing $ 239,337,000 are 
involved in litigation, by foreclosure or otherwise, or they are in the 
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hands of receivers. Secondly, companies representing $ 164,245,000 
of debt have already settled, or are now settling with bond-holders 
without litigation. Thirdly, companies representing $ 114,458,000 
of debt remain “in statu quo,” and concerning their affairs no late 
“information has been received;” and fourthly, companies repre- 
senting $48,989,000 of debt have had their roads sold in foreclosure 
during 1874. The third group comprises several old roads in 
default long prior to the panic. There are ten companies in this 
long account which have been admitted to the London Stock 
Exchange List, and there are also many others, of course, 
which were floated in Europe without obtaining such quotation. 
The following are the ten companies referred to, with the amounts 
of their mortgage bonds, and the date of their default: 


DEFAULTED RAILROAD BoNnpDs HELD IN ENGLAND. 
Rate Date 
Name and Description. Amount. Interest. of Default. 


Atlantic and GreatWestern—ist mortgage 14,414,977 -- 7g. -. July, 1874 
2d mortgage 10,173,679 .. 7g. .. Sept., 1874 
Other bonds (including leased line rentals) 10,500,000 .. 7... Jan., 1875 

Cairo & Vincennes—tst mortgage, gold 3,500,000 .. 7g. .. April, 1874 

Gilman, Clinton & Springfield—zst mortgage, gold.. 2,000,000 .. 7g. .. Mar., 1874 
2d mortgage, gold 1,000,000 . 8g... Jan., 1874 

Missouri, Kansas & Texas—tist mort.on road & land 3,220,000 .. 6g. .. Jan., 1874 
Ist mortgage, gold, Tebo and Neo 350,000 .. 7g. . Dec., 1873 
Consolidated mortgage 13,504,400 .. 7g. .. Feb., 1874 

New York, Boston, & Montreal—1st mortgage 6,250,000 .. 6g. .. Aug., 1874 

Atlantic, Mississippi, & Ohio—old bonds 4,900,000 .. Var... Jan. 1,1874 

Burlington, Cedar Rapids, & Minnesota—tst mort- 

gage, gold, sinking fund...........e..seeees +» 5,400,000 .. 7g. .. Nov., 1873 
Ist mortgage, gold, Milwaukee division 2,200,000 .. 7g. .. Feb., 1874 

Oregon & California—ist mortgage 10,500,400 .. 7g. .. Oct., 1873 

Union Pacific, central branch—t1st mortgage, gold.. 1,600,000 .. 6g. .. Nov., 1873 

Detroit & Milwaukee—1st mortgage 2,500,000 .. .. Nov., 1873 
2d mortgage.......... Samad canes a Caksicaie ee ++ 1,000,000 °° .. Nov., 1873 
2d mortgage, funded coupons...........ssese. oe 377,000 .. .. Nov., 1873 
1st funded coupons 628,525 .. .. Jan., 1874 
Bonds of June 30, 1866 1,695,351 ..6&7.. Jan., 1874 
2d mortgage (D. and P.) .......0.eeeeeee Fe eet 100,000 .. 7... Jan., 1874 
Other issues, small BOOIOOO .. 2. 00 1874 


eakmawa suet ADapenseldnisie sds 56.666<000-epeaeen 

Besides these 95 millions of bonds, held mostly in England, 
there are a large amount of defaulted securities held on the con- 
tinent of Europe. Most of these were bought at low prices, and their 
risky character was doubtless well known to the European bank- 
ers who negotiated them, and obtained extraordinary rates of com- 
mission in consequence of the dangerous nature of the securities. 
This circumstance, however, does not hinder or modify the evil 
influence produced on our credit abroad by the presence in foreign 
markets of such large amounts of discredited American securities. 

It is easy to understand how the forces we have passed in 
review have operated to retard the wheels of industrial enterprise. 
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It is well known that in a new country there is apt to be a 
chronic deficiency of floating capital, while in older countries float- 
ing capital exists in plethoric abundance. Hence the latter are 
perpetually drawing off the excess from the monetary reservoirs of 
the former, and both receive reciprocal benefits. Europe reaps as 
much advantage from the lucrative openings offered for her surplus 
capital by American investments as is reaped by America when 
foreign capital flows freely this way and avails itself of the large 
profits which judicious investments in this country need never fail 
to command. What we have said with regard to foreign capital 
and its functions as an instrument for extricating our financial 
bark from its temporary trouble, might be repeated with equal truth 
of our own supplies of capital from domestic sources. 


Nothing can be more clear than that the most formidable of all 
the obstacles which check the restoration of business activity among 
us arise out of two fruitful causes: first, the arrest of capital, and 
secondly, the arrest of confidence. The mechanism of business 
cannot work without free supplies of capital any more than a loco- 
motive can work without steam. And capital, however plentiful in 
other parts of the industrial organism, is of no avail for the 
revival of business, except so far as the owners of that capital 
have confidence to lend it in the ordinary channels of the money 
market, so that it shall reach and set in motion the arrested wheels 
of those parts of the industrial machinery of the nation which are 
suffering for want of it. Now there is a general belief through- 
out the financial community, that the revival of commerce and 
trade cannot long be delayed; and the question is whether this 
opinion rests on a solid basis of fact. In reply, we can only say 
that the hoped-for recuperation of trade is impossible, except as a 
result of certain well-known causes, prominent among which are 
the two which we have been exploring—the revival of confidence 
and the co-operation of capital. 


We will not pursue any further the discussion of these ele- 
mentary facts and principles. We have said enough to show how 
narrow and inadequate is the theory of those persons who blame 
the inelasticity of the currency as the cause of the Jay Cooke 
panic in the first instance, or as the cause of its slow disappearance 
at present. The error arises from misapprehension of the financial 
situation, or from a confusion of thought in reasoning upon it. 
These faults are very obvious, aid have often been exposed. 
What the country wants as a condition of recuperation is not new 
issues of greenbacks, as the inflationists say, nor even the resump- 
tion of specie payments, as we are assured by their opponents. 
We want a revival of confidence. Capital must lose its timidity 
and pour itself in the channels of industry. So far as these cur- 
rency agitators by their recent efforts have checked the return of 
this confidence, they have prevented capital from resuming its old 
functions, and they have thus contributed, as_ widely as their influence 
reaches, to keep back that improvement of business which they 
profess so much to desire. 





THE CALLED BONDS. 


THE CALLED BONDS AND THE REFUNDING OF THE 
PUBLIC DEBT. 


It is with much regret that we hear again the rumor of the re- 
tirement of Secretary Bristow. Although his want of experience in 
practical finance has placed impediments in his way, it has not pre- 
vented him from winning reputation as a judicious, honest, en- 
ergetic and efficient officer. We only express the general wish when 
we say that Mr. Bristow’s resignation should, if possible, be pre- 
vented. Of course there is some reason for disappointment at the 
results of his former arrangement with the Syndicate; and the new 
contract he has recently made with them for a further term of six 
months will, it is hoped, be more successful in extending the market 
in Europe for the new five per cent. bonds. 


The call issued March 11 for thirty millions of five-twenties is 
not, like similar previous calls, intended to aid that purpose, or to 
further the funding of the debt at a lower rate of interest. This 
new call of bonds is for the sinking fund. It has scarcely any di- 
rect relation to the new compact just concluded with the Syndicate. 
It is simply intended to carry out the new Sinking Fund Act of 
March 3, which contemplates that some 30 millions of the public 
debt will be canceled during the current fiscal year. The present call 
will mature on the 11th June, and to accomplish the purpose in view 
the bonds must be paid out of the balance in the Treasury. 
Some dissatisfaction has been expressed that the Secretary has 
called 24 millions of coupon bonds, and has included in his schedule 
no more than 6 millions of registered bonds. But among the nu- 
merous reasons why he adopted this course is the cogent fact that 
these six millions are all that remained uncalled of the issue of 
1862, and it is doubtful whether he has the legal power to call any 
more registered bonds except these. Another reason was, that if 
Mr. Bristow had done otherwise than he has done, he would have 
violated a policy which has always been held sacred, namely, that all 
bonds should be called in the order of their emission. This policy 
precluded the Secretary from passing over the older coupon bonds, 
or from confining and limiting his purchases to the registered bonds of 
later issues. Besides this, there was the fact that the registered bonds 
which would thus have been called out of their turn are to a great 
extent in the ownership of the National Banks, and have been de- 
posited by them at Washington as security for their circulation. These 
bonds have been purchased by the banks in full faith that they would 
not be called irregularly or prematurely, and Mr. Bristow, for this 
and other sufficient reasons, has decided to adhere to the old pol- 
icy of the Treasury on the subject, and to call the oldest five- 
twenties first, whether they be coupon or registered bonds. 


From what has been said, the error is evident of those persons 
who argue that the present call for bonds has been designed to 
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revive the policy for refunding the debt. Indeed very little seems 
to have been done towards refunding for some months past, the 
Syndicate having apparently met with some obstacles which have 
hindered their accomplishing much abroad. What those impedi- 
ments may be, the public have not been informed. In the absence 
of such explanation, there is considerable anxiety to know what 
will be the success of the Syndicate during the next six months. 
Without finding any positive fault with those gentlemen, or with 
their modes of action, under the difficult circumstances which have 
hampered past negotiations, we may say that popular opinion will 
positively demand that Congress shall take some new departure 
next session in regard to the funding-of the debt at a lower rate 
of interest. 

It is premature at present to suggest any specific scheme for this 
purpose. One of the new schemes which has been proposed is to 
issue bonds of a longer date than any which have been hitherto 
issued by the United States. This scheme has certainly some claims 
in its favor. At present, we shall do no more than state the 
object of the plan, which is to fund 1,000 millions of the National 
debt at four per cent. This rate of interest is certainly low, but 
it is believed fairly to represent the improved credit of this country, 
as compared with other governments. In confirmation of this 
argument, some interesting facts are stated by the /al/ Mall 
Gazette in a recent article. Our contemporary shows that during 
the last two years the countries whose securities are dealt in at 
the London Stock Exchange, have increased their debts by some 
1500 millions of dollars. Of course, these large additions, which 
are continually increasing the debts of the world, are somewhat un- 
favorable to any plans for the reduction of the rate of interest; 
but as the Fall Mall Gazette goes on to show that England can 
borrow at 3% per cent., and British India at 4 per cent., we are 
fairly entitled to infer that the United States ought to be able to 
borrow at 4 per cent. We slightly abridge the article of our con- 
temporary as follows, the aggregates in the tables being converted 
at the rate of five dollars to the pound sterling. 

“The following are the best estimates which we can form of the 
principal National debts at the present time: 


AGGREGATE DEBT. 


Country. 1873. 1875. 
BYONC6 «00. 200.c2-c coccasccssessss $3,749,000000 ..... $4,§00,000,000 
UE I th bene saad sensed winds 3,950,000,000 peer 3,900,000,000 
MONON. asc ccnntesacs cccscx 2, 165,000,000 ease 2,144,000,000 
EE S2id onic Mecnacicnaenenesass 1,800,000,000 —— 1,950,000,000 
MOE ons c osnacnce coesinastoscesecs 1,305,000,000 amaw 1,875,000,000 
Ce ery pare ey eee 1,530,000,000 Sane 1,750,000,000 
Russia...... psc tei, as ee 1,775,000,000 ee 1, 700,000,000 
German Empire, States composing. - a 1,040,000,000 pice 1,000,000,000 
NRE onc sca ssesss cacecsccaanas 620,000,000 dears 675,000,000 
PE cieitinnicstiniadine wien aegu eens een 540,000,000 Sas 650,000,000 





$ 18,465,000,000 ---- $20,144,000,000- 
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“These ten countries owe in the aggregate £ 4,000,000,000, 
and have added nearly ten per cent. to their indebtedness during 
the last two years. No other country in the world owes anything like 
4 100,000,000. The ten next largest debts stand, we believe, about 
as follows: Brazil, £ 82,000,000; Holland, £ 80,000,000; Egypt, 
£ 75,000,000; Portugal, £ 69,000,000; Mexico, £ 63,000,000; 
Australasian colonies, £ 46,000,000; Peru, £ 37,000,000; Belgium, 
4 36,000,000; Hungary, £ 32,000,000; Canada, £ 30,000,000; 
making a total of £ 550,000,000. The twenty largest National debts 
in the world amount, therefore, in the aggregate, to £ 4,590,000,000. 
If we add £ 160,000,000 for the smaller debts, the National indebt- 
edness of the world must amount to £ 4,750,000,000, or 23,750 
millions of dollars. 


“Tt is nearly as difficult to ascertain the charges which these 
debts involve as the amount of the debts themselves. But taking 
in the main the statistics of the Zconomist as our guide, we shall 
arrive at the following conclusions: 

Debt. Interest. 
$ 4,500,000,000 oe $ 165,000,000 
3,900,000,000—sir.«.. 133,500,000 
2,200,000,000 ss... 103,000,000 
1,950,000,000 cae 76,750,000 
1,750,000,000 sg... 75,000,000 
1,875,000,000 sieve 55,000,000 
PRR aso. 5.54 5 ance dincmsionancine 1,700,000,000 eee 67,250,000 
Turkey. 675,000,000 eos 47,500,000 
Germany 1,000,000,000 game 45,000,000 
375,000,000... 37,500,000 
650,000,000 sisson 
315,000,000—sé«.... 
410,000,000 saan 
230,000,000—sit«.«. tj 
185,000,000 dese 
400,000,000—sit...j 
345,000,000... 
180,000,000 pers 
160,000,000 pene 
150,000,000... 


$22,950,000,000.... $ 942,750,000 


“ The debts of these twenty countries alone impose, then, a charge of 
$ 940,000,000 a year on their inhabitants. If we add $60,000,000 
for the unenumerated debts, the National debts must impose a 
charge of $1,000,000,000, or twice the sum which France, the 
country with the largest revenue in the world, is annually raising 
by taxation. 

“The rate of interest which these countries are severally paying 
on the nominal amount of their debt must not, of course, be 
confounded with the rate at which they can now borrow. Judged 
by the latest quotations on the Stock Exchange, some of these 
may be given as follows: England, 3% per cent.; India, 4 per 
cent.; Holland, 41% per cent.; Canada, 4% per cent.; Australasia, 
4% per cent;; United States, 434 per cent;; France, 5 per cent. ; 
Russia, 5 per cent.; Brazil, 5 per cent.; Italy, 6 per cent.; Por- 
tugal, 6 per cent.; Hungary, 714 per cent.; Evypt, 8 per cent. ; 











744 BANKER’S MAGAZINE. (April, 


Turkey, 10 per cent.; Peru, 10 per cent.; Spain, 15 per cent.; 
Mexico, 18 per cent.” 

These figures are very suggestive. The chief point which we 
cite them to illustrate is that the credit of the United States ranks 
far below the level at which it ought to stand in the money mar- 
kets of Europe. Even Canada and Australia are able to borrow 
on better terms than we can. The reasons for this discrepancy 
deserve to be thoroughly explored. A conspicuous place among 
these reasons must doubtless be given to the “five-twenty policy 
of controllability.” Chief Justice Chase, when Secretary of the 
Treasury, in 1862, was the founder of this policy, which often 
bears his name. Its chief feature consists of the “five-twenty” 
and “ten-forty” arrangement, which has become well known here, 
though it is not adopted by any other country, of making our twenty 
year bonds redeemable after five years, and our forty-year bonds 
redeemable after ten years, at the option of the Government. Mr. 
Chase did not look far enough into the future to see that if the 
Government reserved the right to pay off its twenty-year bonds in 
five years, the right must be paid for. The bonds would not sell 
for so high a price as an absolute twenty-year security. The bur- 
den which this Chase policy has inflicted upon the country has 
been computed to be equal to the addition of one or two per 
cent. at least to the cost of our bonded debt. That aggregate is 
over 1700 millions, one per cent. on which is 17 millions. Every 
year, according to the theory before us, the public debt of the 
United States has cost more than 17 millions of dollars, which 
would have been saved but for our vain attempts to carry out the 
Chase policy of “controlling” the public debt. To Mr. “Bristow’s 
last call of five-twenties, we owe the rénewal of this discussion, 
which is very likely to come up in some practical shape at an 
early period in the next session of Congress. 


OUR NATIONAL BANK SYSTEM AS A MODEL. 


When the National Bank system was first organized, its friends, 
among the arguments which they urged for it, gave some promi- 
nence to the prediction that it would serve as a model to European 
nations, who would be induced, in process of time, to imitate 
its safeguards with a view to secure its benefits. Hitherto the 
promise does not seem to have been fulfilled. But there are cer- 
tain nations, such as Switzerland and Germany, whose banking 
system has had increasing affinity with our own, especially in this 
fundamental particular, that the banks were all equal; they had no 
privileged hierarchy; every member of the organization was on the 
same level with all the rest. This democratic principle of bank 
organization has just been given up in Germany. ‘The law recently 
passed subverts the old system, and it will probably change the 
whole condition, of German banking within a few years. 
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How far the confidence of foreign nations may have been impaired 
in our banking system by the reckless changes we have been mak- 
ing in it since 1870, we will not here inquire. Certain it is that 
in foreign journals the example of our banking system is not so 
often cited as formerly. For the truth of this statement, we may 
appeal to those of our readers who are accustomed to read the 
German, English and French financial journals. We are inclined 
to think, however, that in the case of Germany and its recent 
bank-changes a number of conflicting causes have combined to 
bring’ about the new legislation. 


For example, there was the desire to reform the paper currency. 
The paper money of the German States has been for three-quar- 
ters of a century in a very complicated, if not chaotic condition. 
As the coin circulation was about to be reformed, the Germans 
thought they would go further and reform their paper issues also. 
But to do this without a great central bank, was deemed impos- 
sible. Secondly, Germany has been losing gold, notwithstanding 
all she could to do to prevent its exportation. The failure of 
the efforts to counteract the evil was misunderstood. By the help 
of a powerful bank, these efforts, it was supposed, would be ren- 
dered more successful. Besides these and similar financial reasons 
for changing her banking laws, Germany was impelled by an over- 
powering political necessity. 

The object of nearly all law-making in Germany since the war 
has been to promote the unity of the Empire, and the new banking 
system is in its sphere to be an instrument for that unification. It is 
as completely under the control of the Government as the Bank of 
France, and more so than the Bank of England. When a few 
years have permitted it to absorb the small-note issues left now to 
certain banks and States, the Imperial Bank will have then what 
the Bank of France has now—the exclusive right of issuing notes. 


In return for this monopoly, restrictions are imposed on the 
Reichsbank. It can only, according to the act, do certain things, 
and those not freely, but under authority. It can buy and sell 
gold and silver in ingots or coin; it can discount bills, but only 
these up to three months, and then only when they bear at least 
two good signatures. Its transactions in stocks are strictly limited, 
and it can only invest in Government, State or municipal stocks 
that will be paid off within three months, or bills that have three 
months to run. Three months is, in fact, the limit of the credit it 
can allow in any direction, even when lending on stock issued by 
the Empire, or on gold and silver. Moreover, the Bank is not 
allowed to lend beyond three-fourths of the current value of any 
stock it takes in pledge, nor, in the case of foreign Government 
securities, beyond fifty per cent. Money may be lent on bills of 
exchange, but not less than five per cent. must be deducted from 
their face value, and only two-thirds value can be lent on merchan- 
dise at the time in Germany. For its protection, the Reichsbank 
is empowered to effect summary sale of any securities it may hold 
against a debt not paid when due. Hence, it appears that the 
Bank is empowered to take precedence of every other creditor in 
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all cases, and holds the position towards all commercial transac- 
tions which is held by the Treasury of the United States towards 
any of its debtors who become insolvent. 


The capital of the Bank—taking the value of the Reichsmark at 
25 cents—is to be $30,000,000, divided into 40,000 shares of 
$750 each, which, when paid up, carry no further liability. Of 
these shares the Government may invest to an amount of $ 1,500,- 
ooo through the Prussian Bank; but it will, in all probability, 
invest much more heavily than that. Thus, as a mere shareholder, 
the German Government will have great influence on the Bank. 
It will also have a great share in the profits it makes, which are 
to be apportioned as follows: “First—A dividend of 4% per 
cent. will be paid to the shareholders. Second—Twenty per cent. 
of the remainder is to be added to the reserve fund, as long as 
the latter does not exceed one-fourth of the capital. Third—Of 
the residue, one-half is to be portioned out among the shareholders 
and the other half to go to the Imperial Exchequer, until the total 
dividend reaches 8 per cent. Should there be any excess after 
this, the shareholders will receive one-fourth and the Imperial 
Treasury three-fourths of it. In the event of the net profits being 
under 4% per cent., the difference is to be made up from the 
reserve fund. Dividends not claimed within four years of their 
falling due are appropriated by the Bank.” 

This represents a tolerably high price which the shareholders are 
to pay the Government for the privilege of issuing $62,500,000 in 
bank notes of the value of $ 25 and upwards, tax free, and on 
pure credit. Clause 25 announces that “the control of the Bank 
belongs to the Empire,” and a Board of four commissioners, pre- 
sided over by the Imperial Chancellor, are to form the Bank 
curatorium accordingly. In the next clause it is enacted that “ the 
Chancellor of the Empire directs the entire operations and admin- 
istration of the Bank.” The Board of Directors are to carry on 
the business of the Bank, and it has certain secondary functions; 
but “in all and everything,” so clause 27 runs, “it has to obey 
the instructions and directions of the Chancellor of the Empire.” 
He issues instructions alike to Directors and officials of the Bank, 
and the State only has the ultimate voice in the appointment of 
the Board. The utmost that the shareholders can do is to appoint 
a central committee of fifteen to act as a consulting body along 
with the Directors. Local committees possessing similar functions 
may be appointed to watch over branches, and to consult with 
the civil servants who guide the Bank, but in all cases their func- 
tion is only consultative. The whole thirty-two other banks 
included in the act are only to issue $ 33,750,000 of the total tax- 
free paper, and of these only six issue more than half a million 
individually. They are restricted in their note-issuing operations in 
other ways, each bank being compelled to work within its district. 
It is thought that these minor issues will not last beyond the 
renewal of the Imperial Bank’s charter in 1891. 
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Sir William Herschell, in one of his popular addresses some 
years ago, made some elaborate estimates as to the prodigious 
waste of the light and heat of the sun, a very small portion 
of the aggregate seeming to reach any of the satellites of that lumi- 
nary, while by far the greater part seemed not to be utilized at all, 
Certain ingenious political economists have made still more curious 
calculations in regard to the waste of capital and material wealth 
in the economy both of ancient and of modern nations. 


It has often been shown, that nearly all the expedients for saving 
and economizing capital, familiar as they seem to us, are of 
comparatively recent origin. One of these expedients, that of 
savings banks, is often said to be the most recent of all. In this 
country the Savings Bank system has been developed with more 
rapidity than anywhere in Europe. The reasons for this are not 
far to seek. Our operatives earn much larger wages than the 
kindred classes in Europe; and earning more, they have more to 
spend and more to save. The reports of our Savings banks have 
always attracted great attention from economic observers in 
Europe as well as among ourselves, and the general interest attach- 
ing to these statistics has been enhanced since the panic of 1873. 
That disaster has given a profound shock to our industrial system, 
and economists have been curious to watch its effects upon the 
operative classes, who chiefly constitute the depositors in Savings 
banks. We recently gave some statistics as to the growth and changes 
of the Savings banks of this State, as well as of New England. 
We have now a further contribution to the same history in the 
report just presented to the French Legislature, a summary of 
which is before us; and secondly, in the annual statement officially 
prepared at Albany of the Savings banks of the State of New 
York for the year ending 1st January, 1875. The Superintendent 
reports that during the year 1874, ten new banks were incor- 
porated and three were organized. The whole number is now 
one hundred and fifty-eight. Although several Savings banks have 
failed during the last few years, others have sprung up, and the 
number is larger now than ever before. By these statistics taken 
in connection with those we recently published, it appears that the 
question is finally set at rest as to the effect of the late panic on 
the Savings Bank system. 

In New York, owing partly to the intelligence and good feel- 
ing of the depositors, and partly to the excellent arrangements of 
the Savings banks, the panic of 1873, instead of depleting them 
by a loss of 20 or 25 millions of deposits, produced a drain 
of only 5 millions, most of which soon returned. Hence, in 
this State, as in others whose reports have been published, the 
aggregate deposits are now greater than ever before. 
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The subjoined table compares the effect on the Savings banks 
of New York of our two last great panics, those of 1857 and 
1873: 


SAVINGS BANKS OF THE STATE OF NEw YorK, 1857 TO 1875. 





No. of Banks. Deposits. 

a ara Rts ile Cone 66 ssenceeens $41,699,502 
whameinc mmm naman ste 66 i etimieatcn are 41,422,672 
iain cacy, ome ai meciac is ca 66 iisialamae oath 48,194,847 
ieinié ohindineiencmerecms 66 eccadieaiauine 58,178,160 

Saad beware eee 67,440,397 
WE ene ee oe 150 dw cchereatines 285,286,621 
i shaihs el pia si ccaenwianar eral 15 ee 285,520,085 
tec e cece cece cee ecnee 15 sececeeeeeee* 303,935,649 


The investments reported for 1874 and 1875 compare as: follows: 
SUMMARY OF REPORTS. 








Resources. Jan. 1, 1874. Jan. 1, 1875. 
Deeds Atik MOTION OP Rs aos n cocina dota cs cass cceuceuese $ 110,773,559 $116,639,852 
eS TEER 153,355,004 164,548,656 
Loaned on public stocks...............-- pis ceatecpralets 5,335,001 3,238,209 
Loaned on stocks or bonds of private corporations... 2,265,317 1,919,643 
Loaned on personal securities..............-..---- 554,322 581,224 
Amount reported as invested in real estate........-. 7,435,328 8,598,861 
Cash on deposit in banks and trust companies.....-. 14,158,075 19,300,085 
Cash on hand not deposited in banks........---.--- 6,714,404 52153,252 
IO AE SEMIN oie ro gbis Reanjadinn bass cubuneeelnn 7,017,460 8,594s790 
nae $ 307,589,730 $328,574,572 
Liabilities. 
MIAOBT GE GHBOSIONS «0.5 icccceanisceccasmossaeed $ 285,520,085 $ 303,935,649 
SE ME aiiciinanenn san enna wenn anectneieee 620,693 328,677 
Excess of assets over liabilities..............------ 21,448,952 24,310,248 
$ 307,589,730 $ 328,574,572 
Statistical. 
Number of institutions reporting..........--------- 155 158 
“Number of open accounts..........<.s+ ...262--.2500 839,472 872,498 
*Number of accounts opened during the last year.... 209,411 2031356 
*Number of accounts closed during the last year.... - 192,854 166,725 
Deposits, not including interest, credited during the 
Hast year... . 02. ..2220 cons cence. ones cons coves cees $ 159,620,567 $150,900,959 
Deposits, including interest, credited during the last year 175,774,564 167,040,908 
Withdrawn during the last year............- panes 175,375:532 148,743,231 
Interest on profits during the last year.......-.----. 19,313,760 19,809,337 
Interest to depositors during the last year.........-.. 16,153,997 16,139,949 
Average of each deposit or account..........------- 340.12 348.35 


_* These items are not reported by a few of the banks; the statement in regard to them is 
therefore not entirely accurate. ‘ 

This table illustrates the sound judgment with which, on the 
whole, the investments of our Savings banks in this State have 
been made. Of the aggregate of 328 millions to be disposed of, 
116 millions have been invested in bond and mortgage, while 24 
millions have been kept in bank or in the till as a fund to pro- 
vide against emergencies. The stock investments amount to 164 
millions. 


Turning now to the Savings institutions of this city and Brook- 
lyn, we find that in 1861 the Savings institutions were 25 in 
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number, and their depositors 255,485, while their aggregate 
deposits amounted to $55,780,572. In January, 1875, the two 
cities had 61 Savings banks, and the aggregate deposits were 
$ 224,962,644, of which the New York institutions held $ 180,010,703, 


and those of Brooklyn $44,951,941. This appears from the sub- 


joined table: 


SAVINGS BANKS OF THE CiTy OF NEw York. 


New York County. 
Abingdon Square Savings Bank... 
Bank for Savings 
Bond Street Savings Bank 
Bowery Savings Bank 
Broadway Savings Institution 
Centrai Park Savings Bank 
Citizens’ Savings Bank 
Claremont Savings Bank 
Clinton Savings Bank 
Dry Dock Savings Institution 
East River Savings Institution 
East Side for Sailors 
Eleventh Ward Savings Bank 
Emigrant Industrial 
Equitable Savings Institution 
Excelsior Savings Bank 
Franklin Savings Bank 
German of New York 
German of Morrisania 
German Up-Town........---..... 
Greenwich 


Institution for Merchants’ Clerks... 
Irvings Saving Institutions 
Manhattan Savings Institution 
Merchants & Traders’ Savings Inst. 
Metropolitan Savings Bank........ 
Morrisania Savings Bank 

Mutual Benefit Savings Bank 
National Savings Institution 

New Amsterdam Savings Bank.... 
New York Savings Bank 

North River Savings Bank 

Oriental Savings Bank 

People’s Savings Bank 

Seamen’s Bank for Savings 
Security Savings Bank 

Sixpenny Savings Bank 

Teutonia Savings Bank........... 
Third Avenue Savings Bank 
Trades’ Savings Bank 

Union Dime Savings Bank........ 
West Side Savings Bank 

Yorkville Savings Bank...... ecccce 


Total Resources. 


$ 179,753 
22,533,823 
I 1905,88 I 
31,308,928 
2,282,197 
92,778 
8,350.4 17 
32427 
178,791 
10,046,076 
7,982,769 
16,525 
729,159 
14,036,258 
55,163 
529,924 
1,645,609 
12,680,477 
626,026 
1,462,766 
12,210,915 
1,026,425 
32904, 133 


3:477,217 - 


9,091,916 

2,644,381 

6,962,635 
06,60: 


Total January 1, 1875...-. -- $195,335,164 


Total January 1, 1874 


$ 184,414,855 


ing the amount due depositors from total resources. 


- $ 180,010,703 
- $179,988,796 


*These banks have other liabilities than the sums due depositors, which are 
difference between the true surplus stated above and the apparent balance reached 


Due Depositors. 
$ 176,066 


20,582,990 
1,786,165 


27,169,481 


Surplus. 
$ 3,687 
1,950,833 
179,716 
4,139,447 
226,108 
281 
332,739 
1,639 

722 
801,305 
640,473 
543 
13,129 
1,104,933 
2,996 
8,200 
65,705 
120 


8 £5%'4 aoe oe ss 


11,127,940 
4064 
3,724,129 
91125555 
97395530 
2,427,604* 
6,482,029 
198,032 
436,350 


243,559" 
13,822,402 
649,600 
2,610,115 
2,000,49 52,724 
1,454,958" - 6,960 
104,650 1,933. 
10,070,335 1,015,662 
337,342 7,258 
41,485° 


- $15,059,279 
- $13,026,576 


ual to the 
ry deduct- 
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SAVINGS BANKS OF THE CITY OF BROOKLYN. 





Kings County. Total Resources. Due Depositors. Surplus. 

Brooklyn Savings Bank........... $ 13,457,453 - $ —_ 744 - $1,393,708 
Bushwick Savings Bank.......---. 39,319 - 658 
Dime of Brooklyn. .............. 7,661,200 . 6832 a . 788,864 
Dime of Williamsburgh.......... 1,380,691 . aa " 55,862 
East Brooklyn Savings Bank...... oo 752,836" . 37,03 
East New York Savings Bank.... 180,752 - 174,293” - 6,40 
Emigrant of Brooklyn.....-...... 209,956 .- 205,464 - 4,492 
German of Brooklyn.....-...---- 1,447,168 - 1,386,679 . 60,489 
German of Kings................ 645,038 - 638,761. 6,277 
Greenpoint Savings Bank......... 571,705 - 547,901 . 23,804 
MOD 5.2 conde angiensasccn cane 1,935 - 1,935 - ans 
Kings County Savings Institution... 2,755,459 - 2,608,475 « 146,984 
Long Island Savings Bank.....-. 1,344,009. pe a 20,675 
Mechanics’ Savings Bank.....-..-. 95,205 - 92,770 . 1,435 
Park Savings Bank ........ «<<< ae ‘s 177,724 « 3,494 
South ae Savings Institution 6,908,551. 6.344,706 . win 845 
Williamsburgh Savings Bank...... 11,309,732 - 19,399,493 - 913,263 

Total January 1, 1875 ......- $ 48,999,262 - $44,951,941 ~ $4.027,236 

Total January 1, 1874 ....... $46,771,739 - $42,819,184 - $3,799,762 


For the whole State the report before us shows a gain in the 
number of depositors, in deposits, in surplus, and in the average 
deposit. The average deposit January 1, 1874, was $ 340.12, 
which was smaller than it was the year before. In fact, the aver- 
age deposit has constantly increased from 1860 to 1875, with the 
single exception of 1873. In 1860 the average was $ 208.91; in 
1865 it was $244.82; in 1870, $296.80; in 1873, January 1, 
$ 346.79; 1874, January 1, $ 340.12; January 1, 1875, $ 348.35. 
The gain in two years in the average is only $1.56. ‘This is far 
below the average annual increase for the last 15 years. 


As to the progress of Savings banks in Europe, the report above 
referred to contains some extremely interesting details. It has just 
been presented to the French Assembly by M. de Normandie. 
It traces the history of these institutions in various countries, show- 
ing that the first on record was formed at Hamburg in 1778 as a 
branch of a Friendly Society; that the example was followed in 
several German and Swiss towns, and that in 1798 in England 
Mrs. Wakefield established a Poor Children’s Savings bank at 
Tottenham, which in 1804 expanded into a regular Savings bank, 
leading to the creation of about 60 others before 1817, when an 
Act of Parliament was passed to regulate them. In France a 
Bureau ad’ Economie was founded in 1787. Feuchere afterwards 
established a Chambre d’Accumulation de Capitaux et ad’ Intéréts. 
An Act of 1793 promised’ the foundation of a Caisse Nationale de 
Prévoyance, and the Bank of France, in the year 1801, was required 
to open a department for the receipt of deposits above 1o dollars; 
but the first real Savings bank was organized in 1818. The deposits 
in all Europe, exclusive of Russia and Turkey, amount to 
$ 1,180,000,000. They have, during the last few years, largely 
increased in England and Switzerland, owing to the multiplication 
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of banks, and also in Austria, owing to the precautions adopted 
against the outbreak of a run on them during any financial crisis. 
England, with 32,000,000 population, has 5,334 banks and 
$ 309,400,000 deposited. ~ Switzerland, with 2,670,000 people, has 
303 banks and $57,600,000, whereas France has only 1,242 banks, 
its deposits before the war being $ 144,000,000, and they are now 
scarcely $ 114,000,000. The average deposit per head in Europe 
is $5.60, but in Switzerland it is $17, in England $9.60, in 
Austria $8.80; while in France, before the war, it was $ 3.79, 
and is now only $3.16. Out of every 100 persons, there are in 
England nine depositors, and in Switzerland twenty; but in France 
less than six. French banks lending their funds to the State received 
4 per cent. interest, and the maximum of each depositor is $ 200. 
During the last years of the Empire a modification of these rules 
was repeatedly demanded, and two commissions investigated the 
subject; the Committee of 1869 recommending that a bank should 
be open on Sundays, at every Mairie, and that the maximum 
should be raised to $600. The Report sketches the history of 
English legislation, and extols the ardor with which all parties 
and creeds vie with each other in promoting the social interests of 
the lower classes. After noticing more briefly the systems adopted 
in other countries, it urges that increased facilities should be given 
to depositors. A bank in every center of population would be too 
expensive, but tax-collectors and postmasters might act as agents 
without impairing the independence of the banks as regards the 
State, the appointments being made only at the instance of the 
banks. France has 4,195 post-offices, whereas England has 11,316. 


The Report shows that successive reductions of the maximum 
allowed to each depositor, inspired by the fear of financial crises, have 
crippled the development of the system. It, therefore, recommends a 
maximum of $400, urging that the increase of salaries, the abundance 
of money, and the rise in prices demand the raising of a limit fixed 
eighteen years ago. It insists that the low rate of interest pre- 
cludes any danger of the absorption and stagnation of capital, the 
circulation of which is necessary. The Savings bank is only a 
temporary reservoir, as proved by the frequency of the withdrawals, 
deposits merely remaining long enough to form a capital to be 
invested more profitably. During the panic of 1848 the deposits 
were compulsorily converted into rentes at a loss to the State of 
$ 28,000,000, while in September, 1870, a decree issued just prior 
to the siege limited the cash payments to $10, the balance being 
given in Treasury bonds. This was acted upon in the country for 
ten months; but in Paris, on the suggestion of M. Malarce, who 
had consulted English statesmen on the subject, regular monthly 
installments of $10 were paid to depositors giving notice of 
withdrawal. This latter plan worked very satisfactorily, only 
$ 350,000, out of $2,500,000, being withdrawn, while deposits 
never entirely ceased, amounting during the six months to $150,000. 
The Committee advocate facilities for the creation of Scholl banks, 
one of which has existed at Mans since 1834, urging that provid- 
ence thus inculcated in children will secure thrifty workmen. 
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THE MONETARY SYSTEM OF BRAZIL. 
No. IV. 


The law, just described, was intended to pave the way for a 


‘general substitution of all the representative currencies mentioned 


by it, and which circulated upon the credit of the Government, 
by a uniform paper currency, circulating throughout the Empire, 
and to reduce the copper coin to one-half its nominal value, the 
belief prevailing that simply making copper a legal tender only to 
the amount of 1$000 was not of itself sufficient to prevent the 
introduction of false copper. 

The measure, however, of generalizing the circulation of the 
paper currency throughout the Empire opened the door for depre- 
ciation should counterfeiting be resorted to, and this actually 
occurred. The law referred to has been justly censured on this 
account, as well as for that feature which provided for the indem- 
nifying of the holders of copper coin, for the half demonetized, 
in the same paper intended for general circulation. The truth is, 
that the law was received in the commercial circles with a species 
of panic; the exchange fell, and the decline was progressive, be- 
ing simply suspended, but a short time only, as we shall see, upon 
the commencement of the redemption of the paper currency. 

At the close of 1836, the decline became more marked, as well 
as in 1837. After nearly four years, in which the exchange on 
England showed signs of improvement, fluctuating between the 
extremes of 37 and 42 pence, although ranging principally be- 
tween 38 and 40, which gives an average of about 39 to 39%, 
“we witnessed,” says a commercial journal, “one of those extraor- 
dinary fluctuations to which we had previously been accustomed. 
Various causes combined to depress gradually the rate from 39 to 
36, where it stood at the close of December, 1836, amongst 
which we may cite the condition of our currency, the enormous 
contraband slave-trade, and the partial failure of our coffee crop. 
Nevertheless, a reaction seemed at hand when the arrival of 
unfavorable advices from the markets of the United States and 
of Europe, accompanied by information of a great decline in Bra- 
zilian products, occurred at a time when large remittances had to 
be made, as well on account of Government as for half-yearly 
dividends.” These combined circumstances, acting upon a weak 
market, caused in a few days a drop from 36 to 3134. The panic 
was not unnatural, but was certainly as unexpected as it was 
sudden. 

In 1837, a year memorable in the trade of Rio, on account of 
the losses experienced as well from failures as from foiled specu- 
lations, the decline of the exchange amounted to nearly 33% per 
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cent. from the average of the preceding four years—that is, from 
39% to 27% pence, or about 30 per cent. So marked a decline 
immediately attracted the attention of the Chamber of Deputies. 

“In the last four months,” said in June one of the Committee 
of the Chamber, “the credit of our paper currency has been vio- 
lently shaken, and its depreciation is shown in a manner sufficiently 
sensible; for, the prices of merchandise and the premium on the 
precious metals have risen, while the exchange with foreign coun- 
tries has rapidly declined. And although such effects may be 
attributed to other causes, entirely foreign to our monetary cir- 
culation, withal it cannot be denied that the prodigious quantity 
of paper which inundates the circulation of the Empire, the inevi- 
table fear of counterfeits, and above all the very morose operation 
of exchanging paper for the copper coin, conducted .at so many 
fiscal offices, removed from the inspection of the Treasury, and by 
the hands of a multitude of agents, whose probity is not assured, 
—it is not possible, we say, to deny that these causes have largely 
contributed to the depression of the exchange, and to keep up 
those rapid fluctuations which are so prejudicial to the financial 
and commercial interests of the country.” 

A special committee was then appointed to submit measures in ref- 
erence to the circulating medium, which, being previously authorized 
by the Chamber of Deputies, sought the views of as many persons 
versed in exchange and mercantile operations as it could consult. 
In an elaborate report the Committee pronounced itself in favor 
of a reduction of the paper currency, and declared that for this 
purpose means should be placed at the disposition of the Govern- 
ment without drawing upon the ordinary revenue. 

According to the calculations of the Committee, the new imposts 
which it proposed to create for the redemption of the paper cur- 
rency would amount to 1,200,000 $ o00 or 1,300,000 $000; and 
“perhaps this sum,” it said, “the present commercial crisis disap- 
pearing and public confidence restored by the certainty of the 
punctual and energetic execution of these efficacious measures, 
perhaps within two or three years the paper money may approach 
the legal standard of value established’ by the law of 8th October, 
1833.” In less time, should this no small advantage be realized, if 
the opinion of persons it had consulted was sound, that the law of 
the 6th of October, 1835, had had but little, if any, influence in 
producing the decline of the exchange; but the Committee, resting 
its judgment upon principles it believes to be sound, cannot adopt 
the idea in its full extent. 

The Committee heard, amongst others, Mr. Pesneau, Mr. Birckead 
and Mr. Riedy—prominent merchants—all of whom referred the 
decline of the exchange to the inequality between the value of the 
imports and exports, and there is perhaps no doubt that the 
spasmodic decline which occurred about this time was due to the 
demand upon the country to anticipate deferred payments—a 
demand which grew out of the crisis then raging in Europe and 
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the United States; but it does not seem to have occurred to any 
of these gentlemen that the higher rate of exchange which had 
previously ruled was due to the phenomenal fact that the deprecia- 
tion of the currency had not accompanied the excess of issue, and 
that so great a decline of the exchange as had then recently 
occurred would have been impossible, but for the fact that the 
issues of paper money had so far outstripped the actual wants of 
the country for a currency upon a basis of legitimate prices. 

The Committee, however, seems to have been quite alive to this 
fact, and the Chamber of Deputies, adopting its suggestions, by law 
of the 11th of October, 1837, established provisions for the redemp- 
tion of the paper currency, determined the manner of proceed- 
ing, created and appropriated the necessary resources, and finally 
directed that as soon as the value of the currency should rise to 
a par with the established standard of value, the resources thus 
created should be invested in Government funds to await the 
further action of the Legislature. 

The redemption ordered by the legislative body was at once 
begun, and the paper withdrawn was burned by the Bureau charged 
with the administration of the sinking fund. 


From the close of 1838 to 1841 some improvement took place 
in the rate of exchange as compared with that ruling in 1837 
and 1838; but in relation to that which prevailed between 1833 
and 1836 the currency showed a depreciation of nearly 30 per cent. 

The partial redemption of the paper currency which had been 
begun was already manifesting a sensible influence, and the ex- 
change was showing a tendency to improve; but this, however, 


‘ disappeared in the face of the law of 23d November of that year, 


authorizing a new issue of paper money by Government to the 
extent of *6,000,000 $ o00 ; and although the redemption strangely 
enough was continued, its effect was naturally neutralized by the: 
appearance of these new issues. 

During part of the year 1841, the exchange still ruled between 
30 and 31%, but in December of that year it declined to 29d. 

At this period an increase of Government expenses led to deficits 
in the budget, and the Legislature found itself obliged to provide 
the means of meeting them. For this purpose the Government was 
authorized to issue bonds, paper money and Treasury notes in anti- 
cipation of the revenue, and in this unfortunate conjuncture it 
became necessary to suspend the redemption of the paper money. 

Notwithstanding the repugnance on the part of the Government 
to the issue of paper money as a means of meeting its deficits, it 
found itself obliged to avail of this resource, and further issues 
wete made to the extent, on the whole, of about 12,000,000 $ 000. 


* The. sums given here are in Réés. This word is the plural of Real, and one Real in 
Brazilian money is about half a mill. In Portuguese coin, however, it is about one mill. The 
modern Brazilian Milréis — 1 $000, one thousand reis) is equal to 54 cents in gold. The 
Portuguese Milreis is worth about double that of Brazil. 
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This of course had the natural consequence of further deprecia- 
tion and a lower exchange; so that, with a view of securing something 
of stability for the currency, the Legislature resolved in 1846 upon 
another reduction of the standard of value, so as to establish a parity 
between gold and the value which commerce seemed to have 
assigned to the paper currency. Thus the octave of gold, twenty- 
two carats fine, was raised in its relation to paper from 2 $ 500 to 

4 $000, and four octaves being equivalent to 432 pence of British 
aa, there resulted a new par of exchange between Brazil and 
Great Britain of 27 pence per milreis. The law which decreed 
this change at the same time authorized the Government to with- 
draw so much of the paper circulation as might firmly establish 
and maintain this relation between the paper and gold. 


From 1847 till 1857 the exchange ruled above par except in 
the year 1848. In this latter year the monetary disturbance which 
succeeded the Revolution in France reacted upon Brazil, and drove 
the exchange down to 21¥%d. inducing a large export of metal; 
this decline, however, as well as the slight depression in 1852, when 
it touched 2614, was but temporary. 


The preceding facts in relation to the currency of Brazil have 
been collated from a Report made to the Minister of Finance by 
a Special Commission appointed on the roth October, 1859, to 
collect information upon the subject. Circulars were also addressed 
by the Minister of Finance to merchants and others, submitting 
certain points upon which their views were invited. 

The Commission in the course of its report refers frequently to 
the replies made to the circular of the Minister, and quotes from 
them : 

“In the annexed answers from merchants,” says the Commission, 
“ some opinions are found referring the depressions of the ex- 
change, which were formerly so frequent, to the serious disturbance 
of the circulating medium. ‘On all occasions when an important 
decline has occurred in our exchange, and the rate has ruled for 
more than a year below the par,’ says one of the oldest and most 
respectable merchants of this city, ‘this was due principally, if not 
wholly, to the redundancy and consequent depreciation of the 
currency.’ And in this opinion he is supported by others.” 


The Board of Trade of Rio de Janeiro, in replying to the 
Minister, used the following language: “ During the period which 
elapsed between the failure of the Old Bank of Brazil and the 
year 1847, the great and frequent depressions of the exchange 
are explained principally as a necessary consequence of the existence 
of a paper money exceeding in quantity the necessities for a medium 
of exchange, and always subject to increase under the needs of 
the Treasury. The then disorganized condition of the finances of 
the country, its limited production, and the several political com- 
motions through which the Empire passed, could but aggravate 
all there was pernicious and hazardous in a system of circulation 
devoid of the usual guarantees.” 
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In this extract the Commission very justly say: “We see disclosed 
the cause of the disorders of the circulation, of such frequent 
and sudden fluctuations, variable as the modifications of light, of 
that constant decline of the exchange from our earliest commercial 
relations; and what really should surprise us is that, in the period 
under consideration, and battling with such powerful elements of 
depression, the currency should n®ét have succumbed and have 
become utterly worthless in spite of the vigor of the productive 
forces of the country.” 

After the year 1848 the public opinion pronounced itself very 
decidedly against the contraband slave-trade which had existed for 
many years, absorbing, in the payment for the imported negroes, 
an important proportion of the resources of the country. This 
change of public opinion was all that was required to arrest the 
traffic, and it consequently very soon ceased altogether. Upon the 
cessation of that trade, the product of such portion of the exports 
as had been devoted to the paymert for negroes, was returned to 
the country in metal. This metal came as merchandise, and was 
not needed as currency in a great country already provided witha 
paper circulation fully adequate to its wants. The financial 
advisers of the Government, however, thought otherwise, and in- 
duced it to coin this metal, and thus facilitate its introduction into 
the circulation, imparting, by this first false step, an impulse to a specu- 
lation which, further stimulated by the chartering of sundry banks 
of issue a few years later, culminated in 1857 in fearful disaster, 
producing failures in that single year to the amount of at least 
thirty millions of milreis in the city of Rio de Janeiro alone, of 
which not less than one-half was lost to creditors, and fixing upon 
the commerce of the country a chronic unsoundness and a demor- 
alization in business circles, which, until then, had been unknown 
to this country. This unsoundness and demoralization manifested 
themselves in constant failures and the most unprincipled composi- 
tions with creditors, until in 1864 a second grand catastrophe over- 
took the commercial community of Rio de Janeiro in the failure 
of nearly every private banking establishment in the city—these 
failures representing an aggregate of fifty to sixty millions of milreis, 
and yielding to creditors only 20 to 4o per cent. 

Reference has been made to the coining of the metal imported 
upon the cessation of the slave-trade, and although this step did 
doubtless, as has been stated, give the first impulse to a speculative 
activity resulting in the fearful disasters which have been recorded, 
in itself, the coining of the metal, although a mischievous mistake, 
could not have produced such serious results. 

But the presence of this metal in the circulation was found 
inconvenient by those who had been so long accustomed to the 
use of a paper medium alone, and suggested the idea of banks of 
issue. As a consequence, the Bank of Brazil, located at Rio de 
Janeiro, came into existence in 1854, with power to establish 
branches in the provinces, and to issue its notes under certain very 
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liberal conditions ; and this bank was soon followed by others, also 
with the power of issue. The country seemed to have learned 
nothing from all that it had suffered from the abuse of the issue 
power first by the Old Bank of Brazil, and secondly by the Govern- 
ment, through which the currency had been successively degraded 
from a standard of 6734 pence per milreis to 27 pence; and the 
Government thoughtlessly, by the chartering of these banks, 
reopened the door for a repetition of this abuse, of which the 
banks were not slow to avail themselves. 


From 1848 to 1857 the exchange was well sustained, under the 
new standard of value of 27 pence, which had been assigned to 
it in 1846, and although it was a condition of the charter of the 
New Bank of Brazil that it should gradually withdraw the Govern- 
ment circulation, its own issues had greatly exceeded the require- 
ments of the country for a monetary currency. 


From the very able reply of Mr. I. C. Mayrinck to the circular 
of the Minister of Finance in 1860, it appears that in 1850 the 
currency of the country consisted of 46,000,000 $ ooo Government 
paper money; 1,000,000 $ 000 notes of the Commercial Bank -of 
Bahia; 5,000,000 $000 estimated gold, silver and copper; total 
52,000,000 $ 000 reis. 


By 1857 the Bank of Brazil had withdrawn three millions of 
the Government paper, but it had used its power of issue so freely 
that the total currency of the country then stood as follows: 
43,000,000 $ ooo Government paper money; 49,967,450 $ 000 issue 
of the Bank of Brazil and branches; py tls tes estimated gold, 
silver and copper; total 97,967,450 $ 000 reis. 

In 1850 the exchange ruled at 283d. or about 5% per cent. 
above par, indicating either a deficient currency or a temporary 
favorable balance of trade. We incline to the latter supposition. 
Admitting, however, the first hypothesis to be the true one, to have 
added 5% per cent to the currency then in existence would have 
given us 54,600,000 $000 reis; and it will consequently be seen 
how imprudent and excessive the action of the Bank of Brazil in 
pushing the volume of the currency from fifty-two millions in 1850 
up to nearly ninety-eight millions in 1857. 

As a consequence of this rapid expansion of the circulation, 
prices were very much increased—to such a degree that a table 
comparing the prices in 1859 with those in 1850, of some nine or 
ten leading articles, showed an increase in the sum of prices of 
some 60 per cent. : 


. Nevertheless, as during the process of this inflation up to 1857 
the Bank of Brazil had been able to pay its notes in metal, the 
exchange was maintained at or above par; but the material result 
of such a course of action was to over-stimulate the import, while 
exercising a repressing influence upon the export trade; hence 
when the crisis and collapse of 1857 came—arresting im /ofo the 
export trade—the demand on Brazil for remittances found the Bank 
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of Brazil unprepared with the necessary metal to meet it, and on 
the 11th of November the Bank found itself obliged to suspend 
specie payment. In 1858 the Bank made an ineffectual effort to 
resume specie payment, but was obliged within a few months to 
suspend them again; and notwithstanding the assistance ‘of the 
Government, extended to the Bank by guaranteeing credits opened 
in its favor in London, and by means of which the Bank had been 
enabled to maintain a false and fictitious exchange of 2656 pence, 
the inflation of the currency had been too excessive to be con- 
trolled, the Bank was obliged to retire from the market as a 
drawer, and in February 1859 the exchange declined to 24d. to 24%. 
Thus the country had fastened upon it again an excessive paper 
circulation, inconvertible, and nearly double the amount of its 
actual requirements, consisting partly of Government paper and 
partly of notes issued by the Bank. This was the condition of 
things when the Government felt called upon to name the spe- 
cial commission, to which reference has been heretofore made, to 
collect information and report to the Minister of Finance. 


One of the replies elicited by the circular of the Minister of 
Finance to merchants and others contained the following passage: 
‘‘From what has been stated, our views as to our actual condition 
may be readily inferred, as well as the measures which we should 
suggest for its improvement. Little therefore remains for us to 
say; but that we may not be accused of any reserve, we shall 
describe the policy we consider to be desirable if it be possible. 
That our monetary system is defective, extremely defective ; 
that it has been abused ; that it is responsible for our social cor- 
ruption and demoralization, the dislocation of labor and the 
consequent scarcity and dearness of provisions; that there exists a 
redundancy and consequent depreciation of the measure of value, 
we presume nobody will deny. These evils have been—still exist. 
How to cure them? That is the question. The disease, so to 
speak, being chronic, no good physician would employ or counsel 
the employment of an active treatment, or violent remedies. 


“ Whatever the measures, therefore, which the Government may 
deem it necessary to adopt, they should be applied gently, so 
as not to aggravate the condition of the patient. His morbid 
condition predisposes him to debility and rélapse, and this indi- 
cates care and gentleness. Nor is this treatment less enforced 
because his condition arises from a violation of all the principles 
of prudence. A kind physician does not resent a failure to observe 
diet, nor even a neglect of his prescriptions. Let us thus treat 
our economic and social invalid. 

“ And so proceeding, without entering, in any manner, into the 
legal question of vested rights, as this does not concern us, we 
are of opinion: 

“ First, That the Government should by all means recover from 
the banks, which now exercise it, the power of issue, substituting 
for it a national issue; and this accomplished, then gradually 
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reduce the volume of the circulation until there shall be estab- 
lished, a little more or less, a par between the paper circulation 
and metal; that the Government should in no manner concern itself 
with the course of the foreign exchange, but should abstain from. 
all interference with it, this being purely a commercial question, 
once that the norma of the currency be re-established, by a gentie 
and gradual diminution of its volume. 


“ Secondly. If. not practicable for the Government to recover 
back the issue power from the banks, which now exercise it, then 
it should oblige the banks to make a gradual contraction of 
their circulation and credits on their books, until the par between 
their notes and metal be re-established, and this point reached, 
they may readily resume specie payment. Although many mer- 
chants differ in opinion with us, we are firmly persuaded that, 
with good faith and a sincere desire to co-operate with the 
Government on the part of the banks, there will not be the least 
inconvenience, there ought not to be the slightest disturbance of 
trade, from such a contraction as will re-establish, within six 
months, the parity of the Bank notes with metal.” 


Thus wrote in 1860 the compiler of these notes. The suggestion 
which he made as to the withdrawal of the power of issue from 
the banks was adopted by the Government, but not until after 
their imprudences had brought upon the country the fearful bankers’ 
crisis of 1864, which has been referred to heretofore. 


At the present moment there exists no bank of issue in Rio de 
Janeiro; but the Bank of Brazil, under the contract made with the 
Government, when surrendering its issue power, has still in circu- 
lation some thirty-six millions of milreis which it is bound gradually 
to withdraw, while the Banks of Maranham, Pernambuco and 
Bahia have a circulation amounting jointly to about two millions, 
We are thus virtually remanded to an inconvertible Government 
paper currency which the writer holds to be the best in the world 
if kept within proper bounds—that is, if restricted to the actuaj 
requirements of a country for a medium of exchange, upon a 
basis of legitimate prices. But the temptation to Governments to 
avail of the issue of paper money to meet pressing wants is very 
great, and the Government of Brazil was unable to resist it ‘in the 
recent war with Paraguay. 


It will have been seen that in 1850 the sum of the currency was 
fifty-two millions, and that, even admitting the premium on the 
exchange prevailing at that time to have been due to a defi- 
ciency of premium, this deficiency could not be estimated at 
more than three millions. So that in 1850 we certainly should 
have had an ample currency with fifty-five millions. When there- 
fore the volume of the currency was pushed up by the Bank 
of Brazil and other banks to ninety-eight millions in 1857, it 
was manifest, notwithstanding the maintenance of specie pay- 
ments and the preservation by this means of a parity between 
paper and metal, that, measured by the general inffation of 
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prices, our currency was in excess of the wants of the country 
by from thirty to forty millions. At the commencement of the 
Paraguayan war the currency was, more or less, seventy-five 
millions, and to this the Government added by its issues, during 
the progress of the war, one hundred and twenty-two millions, so 
that we now have, discounting some six millions redeemed by the 
Bank of Brazil, a circulation of one hundred and ninety-one mill- 
ions; and taking the currency which we have assigned to the 
country in 1850—namely fifty-five millions—to have been the 
proper sum of its wants, and allowing an increase of 33 ¥ per 
cent. for each of the succeeding decades, Brazil would be to-day 
amply supplied with medium were her currency ninety-eight millions 
instead of one hundred and ninety millions. 

The exchange, as will readily be inferred, has fluctuated much 
since 1857, ranging in 1858 between the extremes of 24 and 27; 
in 1859 of 234% and 27; in 186c of 24% and 27%; in 1861 of 
244% and 26%; in 1862 of 2434 and 2734; in 1863 of 2634 and 
27%; in 1864 of 257 a and 27% 3 in 1865 of 2236 and 27%; in 

1866 of 22 and 25%; in 1867 of 1934 and 2434; in 1868 of 14 
and 20d¢.; in 1869 of 18 and 20d. ; and i in 1870 of 1934 and 245%. 

At the. close of 1870 public opinion assigned to the currency the 
phenomenal, false and fictitious value of 24 to 24% pence; but it 
must be evident to any reflecting mind that with a currency more 
than double in amount what is legitimately required by the country 
as a medium, the difference between twenty-seven pence, the par, 
and twenty-four, the current rate of exchange, did not mark the 
true depreciation of the currency of Brazil. 

It must, however, be remembered that, under the enlightened 
policy of the Emperor Pedro II., the interior business of Brazil, 
as well as its exterior commerce, has increased during the last 
few years, and it is probable that the expanding volume of trans- 
actions may require an enlarged volume of currency to carry 
them on. With this principle in view, we shall easily be able 
to see that a part of the new paper money which has been 
issued in Brazil can be employed without causing further depre- 
ciation or disturbing the standard of value. To discuss this 
point would transcend the limits we have been compelled to 
impose on this history. We have space for no more than 
a brief summary of the present condition of the commerce of 
Brazil, which we give on the authority of Mr. Frederic Martin.* 

The total value of the imports into Brazil, including bullion and 
specie, averaged £ 19,000,000, in the five years from 1869 to 1873, 
and that of the exports during the same period, likewise including 
bullion and specie, £22,500,000. The import duties averaged 40 
to 50 per cent. There are, moreover, burthensome imposts upon 
shipping in the various ports. Of railways 714 miles were open for 
traffic, with 397 miles more in course of construction at the end 
of June, 1874. There were telegraph lines to the extent of 3,375 
miles in fre Empire. 


*See The a 's Year Book for 1875. By Frederic Martin. London: MacMillan & Co. 














SPAIN’S BACKWARD DEVELOPMENT. 


SPAIN: HER SLOW ECONOMIC AND INDUSTRIAL 
DEVELOPMENT. 


Of all the countries of Europe, it has been said, Germany 
and France offer in their present economic condition the best facil- 
ities for the practical study of the phenomena and the principles 
of political economy. Among the nations who occupy the second 
class, Spain may, on some accounts, claim pre-eminence. More- 
over, On many accounts, Spain just now is commanding more atten- 
tion than for many years past. As Washington Irving tells us in 
his “Conquest of Granada,” Spain was the first country in Europe 
to try the experiment of issuing Government paper money. And, 
singular enough, it was issued in the very year in which Spanish 
naval prowess discovered this continent, and started a current of 
gold toward the Old World which was destined to enrich every 
country in Europe except Spain herself. The paper-money exper- 
iment is related by Washington Irving at page 173 of the work 
above mentioned. He copies the old narrative of Fray Antonio 
Agapeda, as follows, the date being about the close of the ten 
years’ war of Granada, which terminated A. D. 1492: “The city 
of Alhama being taken from the Moors, the veteran Count de 
Tendilla, who was left Governor, was destitute of gold and silver 
wherewith to pay the wages of his troops, and the soldiers mur- 
mured greatly, seeing that they had not the means of purchasing 
necessaries from the people of the town. 

“In this dilemma what does this most sagacious commander? 
He takes a number of morsels of paper, on the which he inscribes 
various sums, large or small, according to the need of the case, 
and signs them with his own hand and name. These did he give 
to the soldiery in earnest of their pay. How, you will say, are 
soldiers to be paid with scraps of paper? Even so, I answer, 
and well paid too, as I will presently make manifest ; for the good 
Count issued a proclamation, ordering the inhabitants of Alhama 
to take these morsels of paper for the full amount thereon inscribed, 
promising to redeem them at a future time with silver and gold, 
and threatening severe punishment to all who should refuse. 

“The people having full confidence in his word, and trusting that 
he would be as willing to perform the one promise as he certainly 
was able to perform the other, took those curious morsels of 
paper, without hesitation or demur. Thus, by a subtle and most 
miraculous kind of alchemy, did the shrewd cavalier turn a worth- 
less paper into precious gold, and make his late impoverished . 
garrison abound in money. It is but just to add, that the Count 
de Tendilla redeemed his promise like a loyal knight; and this 
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miracle, as it appeared in the eyes of Fray Antonio Agapeda, is 
the first instance on record in Europe of paper money, which has 
since inundated the civilized world.” 


The most recent account we have seen of the economic and 
industrial Development of Spain is in the new book of Mr. S. 
Irenzeus Prime of this city. Mr. Prime, like most American tray- 
elers, is an acute observer, and criticises what he sees in a broad 
catholic spirit. He says: “They have a legend here that Adam 
made a visit to the earth, a few years ago, to see how his farm 
was getting on. He alighted in Germany, and found schools, and 
colleges and books, and the people intent on learning. He soon 
left it for France, where the people dressed in fantastic styles, and 
were mad upon works of art and improvements unknown to our 
great ancestor. Disgusted with all he saw, he came down to 
Spain, and, with delight, he exclaimed: ‘This is just as I left it’ 
Adam was nearly right. Of all the countries in Europe, this is 
more as 7¢ was than any other. The greatest calamity that ever 
happened to Spain was its expulsion of the Moors; and it will be 
a century, perhaps many centuries, before the arts and sciences 
will flourish on this soil as they did before that year, so memo- 
rable for the discovery of the New World by Columbus, and the 
overthrow of the kingdom of Granada by Ferdinand and Isabella. 
Both those events, forming the most momentous epoch in the 
history of Spain, occurred in the year 1492, from which period we 
may date the decline of an empire enriched by the untold wealth 
of a new world added to its possessions, and strengthened by the 
destruction of its former conquerors and masters. Foreign capital 
and enterprise have forced railroads across her mountains and 
plains, but the capital and enterprise of the world cannot make 
them profitable, when the people have no industry and no ambi- 
tion. The mines of Spain are so rich that she has no need of 
possessions in the gold fields of the Western hemisphere; and they 
have been known and worked ever since the days of the Phe- 
nicians, when Andalusia was the Tarshish of Holy Scripture. Yet 
Spain is more distinguished to-day as being behind the world, 
than for aught it has done or is doing for others. And it often 
seems to a traveler here in Spain that he is in the Orient; so 
many manners and customs, so many works, and, much more, 
such a want of things he is wont to meet with in the more civil- 
ized nations, remind him that he is among a people who have 
derived much of what they have and are from lands at the other 
end of the Mediterranean Sea. It has a mixed race of inhab- 
itants. It would not be strange if it had a mixed government 
also. Successive tides of people have swept over it, and the 
vestiges of all are left on the surface of the nation. Very little, 
indeed, is known of the days when the Iberians from Caucasus, 

* The Alhambra and the Kremlin. By Samuel Ireneus Prime. 1875: Randolph & Co., New 
York. This extremely suggestive little book of travel throws considerable light on the industrial 
life and social condition of Russia as well as of Spain. The extracts relative to Spain whioh 


we give in the text are taken from various parts of the work, as our space compelled us to 
make them brief and somewhat unconnected. 
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and the Celts from Gaul, were the rude settlers of Spain; but the 
traces are more plain of the Phoenicians, who came here 1,500 years 
before the birth of Jesus, and founded Cadiz and Malaga, and 
Cordova and Seville. In the year 218 B. C., the Romans came, 
and, of course, conquered all Spain, and reigned here just six 
centuries. Then came the Goths, sweeping the Romans out of 
Spain as they crushed Rome in Italy. And the Goths ruled Spain 
precisely 300 years. Then came the Moors, and, in two pitched 
battles, smote the Gothic Christian power to the earth, and, like 
a hurricane from the African coast, rushed up from the south, 
and never stayed its destructive course till the crescent had sup- 
planted the cross on every tower in Spain. The Moors were lords 
of Spain just seven centuries. Gradually the crescent waned, as the 
Catholic Christian kings recovered stréngth, until St. Ferdinand cap- 
tured Cordova, in 1235, and Ferdinand and Isabella completed the 
work at Granada, on the third- day of the year 1492, and the last 
of the Moorish kings fled from the Alhambra. It was a dreadful day 
for Spain, when the Moors were driven out of Spain; they had con- 
quered it, and ruled eight hundred years. Four hundred thousand 
Moors, Jews and Arabs left this city of Seville in a few days after 
it was surrendered to St. Ferdinand. Wealth, learning, taste, art, 
and the charm of Eastern life went out with them, and Spain has 
sunk lower in the scale of morals and manners ever since. An 
English gentleman said to me, in the rail-car in Spain one day, 
‘I should be glad to have you tell me what it is that impresses 
you the most in coming from America, and traveling in Europe.’ 
I answered that it required some time to make a fitting reply to so 
great an inquiry. ‘Well,’ he said, ‘will you take fifteen minutes 
to think, and then give me the result?’ I replied, ‘I am ready 
to answer now. What impresses me more than all else is, that 
these old countries, having been what.they once were, are what I 
find them now. It is the law of the earth, I suppose, and what 
has been will be, and so on to the end of time. 


“ But there is nothing rapid in Spain just yet. Opposite the hotel 
in Madrid where I was staying, an old building had been torn 
down to make room for another. Workmen were engaged in 
removing the debris to renew the foundation. You would suppose 
that horses and carts, or wheelbarrows and shovels, would be in 
use. Such modern improvements had not reached the capital of 
Spain. One man with a broad hoe hauled the dirt into a basket 
made of grass and carried it a rod to another man, who handed 
it to another a few feet above him, and he emptied it on a pile 
of dirt up there and sent the basket back to be filled again. And 
so, day after day, a job that with our tools and appliances would be 
done in a few hours, was here spun out indefinitely. Yet the palaces 
and cathedrals and fortresses of the southern climes have all been 
erected at this snail’s pace, numbers and cheapness making up for 
enterprise and force. In Paris, in the street, a small steam-engine 
was at work to mix mortar, and the ease with which the process 
was put through revealed the secret of the wonderfully rapid 
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transformations going on in that ever-increasingly beautiful city. 
Here in Spain, to this day, where there are smooth, good roads 
for wheels, they still put a couple of baskets across the back of a 
donkey, and fill them with dirt or brick or stone; and so transport 
them, even when they are putting up the largest buildings. 


“To see the mode of doing business in Spain, take the simple 
story of one day’s work of mine*in getting some money in Madrid. 
Holding a ‘letter of credit’ which is promptly honored in any 
part of the world, and is just as good for the gold in Cairo or 
Calcutta as it is in London, I went in search of a Spanish banker 
to draw a hundred pounds sterling, say five hundred dollars. 

“ Anastazio led the way, and soon brought us to the house where 
the man of money held his court. Being shown up stairs, through 
two or three passages and an antechamber, we were at length 
ushered into ¢he presence. 


“Senor Romero, the banker, was a man of fifty, dressed, or rather 
undressed, in a loose morning gown or wrapper, a red cap on his 
head, slippers on his feet, and a pipe in his mouth. A clerk was 
sitting near to do his bidding. I presented my letter. It was 
carefully read, first by the clerk, then by the principal. A long 
consultation followed, carried on in a low tone, and in Spanish, 
quite unintelligible to me, if it had been audible. 

“Tt was finally determined to let me have the money, and after 
an amount of palaver sufficient for the negotiation of a Government 
loan from the Rothschilds, and taking the necessary receipt and 
draft from me, I was presented with a check on the Bank of 
Spain. When I had fancied the delays were over, they had only 
just begun. The Bank was in a distant part of the city, and 
thither we hastened, taking a cab, to save all the time we could. 
The Bank is a large and imposing edifice of white stone. In the 
vestibule was a guard of soldiers. A porter stopped us as we 
were about to enter the inner door. We must await our tum, as 
some one else was inside! Only one at a time was the rule. 
Benches were there, and we sat down, admiring silently the moder- 
ation of banking business in Spain. At length our turn came. 
We entered a room certainly one hundred feet long. Tables ex- 
tended the whole length. Behind them sat clerks very busy doing 
nothing. We were told to pass on, and on, to the lower end of 
the room, where we entered another, the back parlor, or private 
room of the officers. They were closeted out of sight, smoking, of 
course, and giving their wisdom to business in hand. I presented 
the check at a hole out of which a hand was put to take it. I 
saw nothing more. We sat down and waited. Waiting is a 
Spanish institution. Everybody waits. Nobody gets anything with- 
out it. We waited, and waited, and waited, and at last the little 
hole opened again, and the mysterious hand was thrust out with 
the — money, you suppose; not a bit, but with the check 
approved. We must present it at the table or counter for pay- 
ment. Returning to the long room, we presented the check, and 
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were directed to the proper bureau. And here, of course, we got 
the money. Not yet. Bills of the Bank of Spain were given us, 
and when I required the gold, I was told that gold was paid only at 
the bureau of the Bank in another street. Thither we now pur- 
sued our weary way.- It was a rear entrance of the same Bank 
building. A long line of gold hunters was ahead of us. We stood 
in the cue, and at last were inside. In the anteroom we had to 
wait so long that we took to the bench again. At last, admission 
being granted, we were told that only ove could be admitted with 
a single draft. We sent Antanazio in, and returned to the door. 
Here we were told that no exif, only entrance, was allowed at the 
rear! Explaining the case we got out, and returning to the front, 
patiently as possible, we looked for the appearance of Antanazio 
laden with gold. At last, for the longest delay has an end, the 
man emerged with the money in his hands. 


“Tt had cost me from two to three hours in the middle of the 
day to draw this money, which in New York, London, Paris, or 
any other city out of Spain, would have cost five minutes or less. 
And I have been so particular in the detail, because it lets you 
into the mode of doing business in the capital city, and the great- 
est bank of this country. 


“Until the French and English companies pushed railways into 
Spain, travel and mails were on the slow-coach system. When 
the Royal person made a journey, it was like the march of an army, 
such was the retinue required for comfort and display. And as 
the railways are now completed only along a few great routes, 
the mails are largely carried in the diligences and coaches expressly 
made for that purpose. It is said, and there is no reason to dis- 
believe it, that down to the year 1840, when a Spaniard proposed 
to himself the danger and toilof a ‘journey, it was his invariable, 
custom to summon his lawyer and make his will; his physician 
to learn if his health was adequate to the undertaking ; and finally 
his priest, to confess his sins and get timely absolution. 


“It is not regarded now so formidable an excursion to go across 
the kingdom, but the native travel is so little that the railroads are 
very unprofitable. If it were not for /reight they would not be 
supported at all. They have, however, greatly increased the cor- 
respondence of the country, and the rate of postage has been 
reduced so that it is about as low as in other European countries. 
But the Government keeps ‘a sharp lookout upon the letters that 
come and go. At times when conspiracies are snuffed in every 
breeze, it would be quite unsafe for any one to intrust a secret in 
a letter going by mail. A Government spy would be sure to have 
his hand on it and his eye in it, before it reached its address. 
The letters in the Post-Office at Madrid are held four hours after 
the. arrival of the mail, before they are ready for delivery. The 
mail from the north, the London and Paris mail, comes in at ten 
o’clock a. M. We must wait until two o’clock p. mM. for our 
letters, Then a list of all letters not directed to any particular 
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street and number, or to some post-office box, is posted up in 
the hall of the office,—an alphabetical list. You look over the 
list, and if you find a letter for yourself, you ask for it at the 
proper window. If you are a stranger, your passport is demanded. 
But youhad been told before coming to Spain that no passports are 
required, and now you must have one merely to get your letters, 
In default of a passport, you must in some way establish your 
identity. This is not always easy in a foreign country, but then 
nothing is easy in Spain. I got no letter from the Post-Office 
addressed to me while I was in Spain! The noted rebel, General 
Prim, was a dreadful bugbear to the authorities, and all letters 
addressed to me were suspected by the local postmasters to be 
intended for the General. They were therefore sent to the Gov- 
ernment or otherwise disposed of. No efforts to recover them were 
successful. Much good may they do the people who had to read 
them. Some of them had hard work, I know. 


“Telegraphs are spreading over Spain, as they are over the world, 
civilized or not. Spain is one of the last countries where they 
could become popular; but the business of any kingdom that has 
relations with the outside world must be armed with the telegraph, 
or it cannot hold its own. In traversing wild and secluded parts 
of the Peninsula, I have been surprised to find telegraph poles set 
up, and the wire stretching on over hill and dale. Spain is slow, 
and the telegraph is not demanded here by the energy and enter- 
prise of the peaple, as it is elsewhere. Despatches of more 
than one hundred words are not sent. To or from any part of 
the Peninsula, ten words may be sent for about twenty-five cents; 
twenty words for fifty cents, thirty words for seventy-five cents; 
but the count includes every word written by the: sender, date, 
address, signature, and if a word is underscored it counts two. 
Great precautions are taken td insure accuracy in transmission, 
and a small extra charge is,made for delivery. 


“They plow to this day with a tree, the root sticking into 
the ground and scratching it a little, or they leave a branch shoot- 
ing out at an angle from the stem of the tree, and sometimes they 
cover this stick with a bit of iron, and with mules or oxen drag 
it along the field. They sow broadcast and plow it under. They 
use no harrows. It is barely possible that one of the modern 
civilized plows has found its way into Spain, but I saw none, 
and heard of nothing better than the butt end ofa small elm tree. 
Yet agriculture is the greatest business of Spain, suited to the 
habits and genius of the people, who love the sun and enjoy 
the open air, and dislike trade or mechanics of any kind. And, 
more than any other people in Europe, the Spanish do as their 
fathers did, despising all innovations as unworthy of their ancestral 
dignity. The farmers of Virgil and Homer, and the rural scenes 
which are described in the Old Testament Scriptures, are the coun- 
terpart of what may be seen ihn Spain to-day. I am reminded 
daily of the fields in Asia Minor, in Syria and Greece. If it were 
strange that improvements in husbandry had made very little progress 
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there, much more surprising it is to find that all things in this 
country continue to be as they were. They are so near the rest 
of the world, and the means of communication are now so ready, 
it is a marvel of marvels that they are still in the same ruts their 
fathers were one thousand years ago. 


“ But there are signs of better times. The law of primogeniture 
has been abolished, and this new measure tends rapidly to the 
multiplication of owners of real estate. The lands of the Church 
have been sold and divided. Vast tracts held by the Crown have also 
been distributed by law among the people, at a moderate_price. 
Agricultural societies have been formed, and cattle shows and fairs 
are becoming common. These things are in the right direction. 
The Government has established agricultural schools and model 
farms. 


“The present population of Spain, making due allowance for 
increase since the last estimate, is about 16,400,000. It is there- 
fore the eighth of the European powers in numbers. Italy and 
Turkey being both ahead of it. The increase in Spain is only at 
the rate of less than the half of one per hundred annually. At 
this rate the number would double only once in one hundred and 
eighty-one years, placing Spain behind every country in Europe, 
in this respect, except poor Austria. She doubles once in one 
hundred and ninety-eight years; then Spain; then France, once in 
one hundred and twenty-two years; Holland once in eighty years; 
Scotland, once in forty-six years; Prussia, once in forty-one years; 
England and Wales, once in twenty-nine years. 


“One of the most curious questions in morals, politics and physi- 
ology, is started by these facts. They furnish food for thought. 
One class of speculators will find moral causes to explain the 
circumstances, and they may easily gather a pile of facts to sus- 
tain their positions. Climate, too, has its influences. The civil 
government, with the physical condition of the people, is to be 
considered. 


“But when the physical, the moral, the civil, and the social state 
of Austria, Spain, France, Holland, Prussia, Italy, and England, is 
duly examined, it still remains to be ascertained why it is that the 
number of inhabitants increased more rapidly among the colored 
people of the Southern States of North America while they were 
slaves, and now increases more rapidly among the Irish portion of 
the American population, than it does among these highly favored 
countries of Europe. The statistics of births in New England and 
other parts of the United States unhappily show that, with the 
- increase of the cost of living, and of luxury and effeminacy, the 
number of children born is less and less from year to year. There 
is no truth in political economy better established. By the com- 
parison of an adequate number of births, the result indicated is 
seen to follow the deterioration of the health and the morals of 
any people. Oppression, which makes a wise man mad, may 
depress the spirits, exhaust the energies, and retard the increase of 
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a population, not supernaturally sustained as were the Hebrews in 
Egypt, who, the more they were afflicted, the more they multi- 
plied and grew. But favored as the middle and southern coun- 
tries of Europe are by climate and soil, affording the people an 
easy and comfortable subsistence, they might and would increase 
in numbers as rapidly at least as the northern, if they were so 
disposed. 


“On the banks of the Guadalquiver, near the Moorish Alcazar, 
stands a famous pile, called the Tower of Gold, as well so called 
from its ancient color as the uses to which it has been put. Its 
summit gives an outlook far upon the plain across the river, and, 
in times of old, it has been a fortress of huge strength, to resist 
the enemy when threatening the palace itself. It was built by the 
Moors as a treasure house. When the Spaniards got possession 
of it, Don Pedro made it a prison for his friends, men and 
women, who fell under his disfavor. And then came a time when 
it was wanted for the purpose of holding heaps of gold, for when 
Columbus had gone from Seville to a new world, and the stream 
of gold began to flow back to Spain, this Seville, which had sent 
out the great discoverer, received the returning treasures, and this 
tower became the reservoir to contain it. Eight millions of ducats 
and more have been stored here at one time, frivate and public 
funds ; and the monarchs of Spain often put their arms deep into 
the bins of gold, and helped themselves. The decline and fall of 
Spain would be a fitting theme for another Gibbon, and the lesson 
it teaches might be studied with advantage in the New World, 
whose discovery had so much to do with enriching, and then 
destroying the kingdom. It is very hard to speculate or philoso- 
phize on the causes that led to the prostration of a great power 
like this, when the element of ve/igion is excluded from the study. 
Without the demoralizing influences of a political religion, there 
were causes enough to work the ruin of Spain, and, foremost 
among these, was the influx of wealth, that made every man 
greedy of a chance to get rich at the expense of the State. It is 
useful to recur to it now, and in our own country, because the same 
causes are working mightily in the same direction, and producing 
the same deplorable effects. It always was so, but increased 
opportunities increase temptation and multiply the consequences. 
Men now seek and obtain office, not for honor and the power of 
usefulness, but to get rich. (iovernment, in the hands of such 
men, is an instrument of robbery, an engine of corruption, and it 
has in itself disease and death. 

“The influx of gold from California has corrupted the American 
people in the same way, if not to the same degree, that the 
Mexican gold and silver demoralized Spain.” 
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THE FRENCH WAR FINE, 


THE FRENCH WAR-FINE: 


HOW IT WAS PAID, AND THE ECONOMICAL CONSEQUENCES THEREOF 
IN GERMANY AND FRANCE 3; 


Being a translation of the paper by Mr. Wolowski, Member of the Institute and 
Deputy to the National Assembly, printed in the JOURNAL DES ECONOMISTES, 
December, 1874. 


Preliminary Note by the Translator. 


The provisions of the Treaty by which France purchased her 
peace, clearly revealed that the victor intended to use his oppor- 
tunities to the utmost. Probably, no similar human transaction 
more completely illustrates the maxim—Ve Victis. France was 
stripped of provinces, humiliated by the occupation of her 
capital, and compelled to pay an indemnity of an amount before 
unheard of. It was generally believed that the ruin of Frances 
was not only contemplated, but was effectually secured by 
exactions of the Treaty, and its rigorous provisions for “the 
liquidation.” Its vindictive character was more or less avowed 
by the Germans and justified on various grounds, such as that 
war had been forced upon them, and that it behooved 
them to protect themselves against a repetition of the offense. 
Whatever the sympathies or opinions of outsiders as to the moral 
and political questions, no one could, or did, regard without solici- 
tude two points: 1. Could France raise this vast sum within the 
periods and under the conditions prescribed? and 2, What were the 
perturbations likely to follow from the transfer of five milliards of 
francs from one country to another in such a short space of time? 
The most serious apprehensions prevailed. The bourses, the bankers, 
in fact all men having commercial and financial dealings were moved 
and alarmed. Sinister predictions were heard on every side, and 
the emission of the first loan was awaited with feverish anxiety. 
The situation seemed so perilous, so many possible dangers lurked 
in “the fearful experiment,” that even the German statesmen, so it 
was audibly hinted, quailed and intimated in their money markets 
a desire that the loan should not prove a failure. 


The subscription was a marvelous success. It showed the 
unbounded confidence felt by the world at large in the resources 
and the good faith of France. It did more. It disclosed a 
vast internal wealth, the accumulated savings of a thrifty, industri- 
ous, hard-working, frugal people; a wealth whose existence was 
unsuspected until called into action, but which was equal to the 
country’s need. France paid all the fine demanded of her, and 
even anticipated the times for so doing, without perceptibly dis- 
turbing the money markets of the world, without deranging industry 
and commerce, or withdrawing any relatively large amount of 
specie from her own citizens. 


5° 
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How this was done, by what sagacious combinations, with what 
foresight and patient calculation, how it was effected with the 
minimum of loss and maximum of benefit, is told in the following 
pages. The men charged with this great and delicate responsi- 
bility wisely and honestly fulfilled their trust, and are entitled to 
the gratitude of their country and the respect of the world. 


Mr. Wolowski, the author of this paper, is well known to the 
readers of this magazine. [September, 1874, December, 1874, March, 
1875.] His writings have been noted for a careful statement of 
facts and a luminous exposition of the principles to be deduced 
from them. This fair reputation is, we think, borne out by the 
treatise, of which a translation is here offered. But no thoughtful 
American will peruse it without feelings of regret and mortification 
as he contrasts the work of the French statesmen with the policy 
pursued in our own land. We boast of ‘our superiority over other 
nations in education, in progress, in free government, in enlightened 
legislation. But in France, their great work was accomplished 
within twenty-seven months, from the 1st June, 1871, to the sth 

eptember, 1873. The war debt was discharged, the country liber- 
ated of invaders, public confidence restored, business and manufac- 
tures thriving, foreign commerce increased in 1873 twenty per cent. 
over 1869, gold was returning, and the new Public Debt being ab- 
sorbed at home. This prosperous condition of affairs continues, so 
that to-day it may be safely asserted that the whole civilized world 
is indebted to France, and that after the interest on the new debt, 
more than half a milliard, is paid, as much money (two milliards) 
is annually put by and capitalized by the people as before the war. 
All this has been done under a provisional government, without 
parchments or charters or constitutions. 


Just ten years have elapsed since the termination of our civil war. 
We have tinkered our Constitution, have passed acts of Congress 
and issued Treasury orders without number, and yet we see every- 
where financial disorders and panics, industrial interests prostrated, 
our commerce dead, taxation increased, scandals multiplied, currency 
depreciated, gold exported, immigration arrested, and the National 
finances in hopeless and hideous confusion. 


° THoMAS BALCH. 
Philadelphia, March 6th, 1875. 
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THE FRENCH WAR FINE. 


Mr. Wotowski’s INTRODUCTORY REMARKS. 


The deplorable war of 1870 has inflicted on France immense 
material sacrifices, without mentioning the bitterest and most griev- 
ous of all, the loss of Alsace and Lorraine. We have paid the 
conqueror five and a half milliards, and when we add to them the 
expenses incurred, the provisions destroyed, the ruins to be repaired, 
the damages suffered, ten milliards is the smallest amount at which 
we can estimate the blow given to our public fortune.* 


Never had people such a heavy burthen to bear, and never was there 
a more serious subject of study for practical political economy. 


We shall endeavor to arrive at the general bearings of the finan- 
cial problem involved in the events of the last four years. The 
details are worthy of a careful investigation, and useful lessons of 
practical science can be drawn from them. If, as the English assert, 
Political Economy is before all things @ matter of facts, an exact ob- 
servation of which discloses the law which governs them, let us try 
to appreciate the admonitions inscribed on this sad page of history. 

Many old errors have been dissipated, many prejudices have 
vanished, and truths, taught by abstract theory, have been unde- 
niably established by experience. Most of the problems debated 
by Economists encountered the infallible touchstone of actual facts. 
The true sources of national wealth, the circulation of specie, the 
power of credit, the duty of “banks, the emission of currency notes, 
the unity of a representative circulating medium, compulsory circula- 
tion (/egal tenders ), the power and elements of exchange, the balance 
of trade, the effects of importations and exportations, the displace- 
ment of capital, the imposition of taxes, the industrial production, the 
redistribution of public charges, the losses sustained on the one side, 
the advantages gained on the other,—such are the varied aspects 
under which it behooves us to study the greatest financial opera- 
tion not only of this century, but of all time, the payment of our 
War-Fine. 

This payment was promptly made, although one’s imagination 
shrank back in dismay before the difficulties, and what seemed the 
almost impossibility of such an undertaking. To find in ready cash, 
and transfer such a mass of milliards, appeared equally desperate. 
And even if it became a success, did not that bring with it another 
danger? Whilst certain spirits recoiled from the bold supposition 
of a speedy execution of our solemn engagements, others seemed 
quite ready to forget under what conditions and at what price we 
were to fulfill them. 

The burthen was heavy but not crushing. The fruitful develop- 
ment of public wealth received a check, but its fountain was not 
exhausted. Those causes which brought about the gradual trans- 
formation of our labor in all directions were not destroyed; they 


-* A writer in Blackwood’s Magazine for February, 1875, makes the,aggregate much larger— 
416,495,000. 
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are diligently aiding in the reparation of our losses in and in the 
resumption of our interrupted acquisitions. 


Our age has witnessed an immense economical revolution, whose 
principal agents have been freedom of labor and exchange, prog- 
ress of information, application of the sciences to industry, the 
potency of steam, the extension and rapidity of means of commu- 
nication, the wonders of credit, the multiplication of commercial 
relations furthered by the postal reform and the important discov- 
ery of the electric telegraph, a forecast more vigilant and an activ- 
ity more energetic,—prolific consequences of that personal initiative 
which everywhere accompanies the conquests of liberty and the 
confirmation of public order. 


Adam Smith has inscribed on the opening page of his immortal 
work: “It is yearly labor which is the first source of the wealth 
of nations.” Invigorating words for those States which know how 
to work zealously and save prudently! Words of consolation for 
those who understand how losses undergone are to be repaired! 

France will know how to gather fresh strength in the necessity 
of facing the new burthens. To understand the gravity of this 
duty we must begin by ascertaining the extent of our disasters, 
discarding from the beginning a common error long since demol- 
ished by political economy. 

Our ill-luck, say these people, has imposed upon us the payment 
of nearly six milliards. But it is scarcely possible that the most 
favorable estimates can make the whole of the gold and silver in 
our country reach such a sum. Yet they must be paid in cash. 
If public wealth consists in the specie reserve and we must pay 
our last franc, why then France will be absolutely ruined. 


Thank God! this phantom of the mercantile world misleads very 
few nowadays, and the spectacle which we have witnessed was 
of a character to dissipate it forever. Gold and silver form a cap- 
ital, and consequently are an instrument of production. They fur- 
nish the primary material for an admirable mechanism, which, by 
bringing men together and facilitating the exchange of products, 
helps to diminish drudgery and augment the recompense of labor. 
But the precious metals are only a small part of the real public 
wealth; that part which is the most unstable and the most easily 
renewed. We have handed over to Germany nearly six milliards, 
yet scarcely the sixth part of this mass of money was in fact trans- 
ferred, either in gold or silver. And more noteworthy still, our 
stock of specie has already recovered from this temporary decrease, 
and has ‘regained the level at which it was before the war. 


Do we mean by this to say that the material traces of our dis- 
asters are effaced, and that affairs are restored to their former 
condition? No. We have settled for the War-Fine, but we must 
bear the grievous load of its payment for many a long day to 
come. It will be dangerous to deceive ourselves as to this. Our 
debt has been transformed, but it is not extinguished. 


- 





THE FRENCH WAR FINE, 


I. 


How were that transformation and settlement accomplished ? 


An important document emanating from the pen of authority, 
the Report presented by Mr. Léon Say on behalf of the Committee 
on the Budget for 1875, on the payment of the war indemnity, and 
the exchange operations which resulted from it,* gives us clearly and 
fully the answer to this question. By this admirable work, Mr. 
Léon Say has shown that he becomingly continues the traditions of 
his family, and that he worthily bears the illustrious name of his 
grandfather, Jean Baptist Say, the great economist, and the hon- 
ored name of his father, Horace Say, formerly member of the 
Academy of Moral and Political Sciences. 


M. Léon Say was well fitted for the task which he has so suc- 
cessfully accomplished. He had published some years ago a trans- 
lation of the Zheory of Foreign Exchanges, a book by Rt. Hon. 
George Goschen, an eminent member with Mr. Gladstone in a Minis- 
try justly distinguished for its ability in all matters pertaining to econ- 
omy and finance. It is esteemed classic authority on this little- 
understood subject, and the Preface, with which the translator 
enriched it, is a fit accompaniment to the work itself. The whole 
mechanism of foreign exchange, and the varied elements which 
compose it in our day, are unfolded with the greatest precision. It 
is the best possible commentary on the history of the payment of 
the Five Milliards, a history so lucidly given by M. Léon Say. 

By a lucky coincidence we received at the same time the work 
of Dr. Adolph Wagner, Professor of Political Economy in the Uni- 
versity at Berlin, on the Finances of the German Empire. The 
author enjoys.a justly merited reputation by reason of his numer- 
ous publications on financial and banking questions. His new 
book is devoted to a careful examination of the manner in which 
Germany was paid the sum imposed on us as a war con- 
tribution, and of the results of that payment. The figures given 
by Dr. Wagner are all drawn from official documents of the Em- 
pire. They enable us to verify those compiled by M. Léon Say, 
whose exactness they fully confirm. 


Dr. Wagner candidly declares that at the time of signing the 
treaty of Versailles much embarrassment was experienced in 
finding a correct term for the enormous contribution inflicted on 
France. The bulk of it was not a war-indemnity, for the sum vastly 
surpassed the expenses to which Germany had been put. The 
highest caltulations did not, as Dr. Wagner admits, go beyond one 
milliard and a-half as their cost of the war, so that there was an 
excess of quite four milliards to be dealt with. 


“The magnitude of the sum exacted”—we here quote Dr. Wag- 
ner’s own words—“not only excited the indignation of France, 
but provoked a certain surprise in neutral countries, and also among 


* See Journal des Economistes, Nov. 14, 1875. 
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peoples friendly to us. Nay, even Germany herself was astonished. 
The Five Milliards did not accord with the charges, direct or indi- 
rect, of the German Exchequer, and went beyond the total of all 
the losses experienced, even when the re-establishment of our military 
power was therein included.” But Dr. Wagner, though he does 
so with some reserve, adds that this sum does not appear at all 
exorbitant so soon as its real character is assigned to it; that is, 
of a WaR-FINE (pénalité de guerre, kriegstrafe). The rate should 
then be high, he contends, not only in the financial interests of 
Germany, but in order to inflict on France an ineffaceable recol- 
lection of it. 


This purpose is amply accomplished. But this is not all. “The 
payment was intended, by its very enormousness, to exercise a 
pressure on the finances and the whole economy of France. * 

* It applied the penalty of a partial confiscation of the national 
resources.” According to this view the War-Fine had a mean- 
ing analogous to the separation of Alsace, Lorraine and Metz. France 
must be weakened, and it is from a political stand-point that the 
war-payment is to be appreciated and adjudged. 

We will avow it, this rough plain-dealing pleases us. Like Dr. 
Wagner, we think that the word indemnity cannot be applied to a 
war-contribution which was dictated more by political than pecu- 
niary interests. We thought that the progress of civilization had 
inaugurated an era of less harsh international law. No doubt that 
France, in days gone by, committed similar errors which she must 
dearly expiate. We neither wish to conceal them nor to palliate 
them. We reach only the sad conclusion, that our age should 
boast less of its pretended progress in philosophy and humanity. 

“The promptness of the payment,” says Dr. Wagner, “has fur- 
nished the French with new matter of pride. They brag that it has 
been paid, and benevolent outsiders glorify the resources of France.” 
Our author seems to find some consolation in the notion that this 
too hasty self-appreciation will prove unfounded. According to 
him, “the pressure of heavier taxation has not yet made itself suffi- 
ciently felt, and he, who does not thoroughly estimate the econom- 
ical and financial burthens consequent on the war-payment, is quite 
likely to fall into error. The happy effects of a relative calm are 
felt, and the potency of credit.is developed in a manner more 
dazzling than lasting. France seeks to persuade herself that the 
liquidation of the war is accomplished. Moreover, the losses which 
have occurred since 1870 have been in fact defrayed by the loans 
and advances from the Bank of France; that is to say, by a 
corresponding creation of paper money. The fresh appeals to 
credit have called forth foreign subscriptions for the greater part, 
and thus enabled Frarice to disengage herself from Germany by a 
vast operation of international exchange. But for the bulk of the 
sum France has only shifted her creditors. Instead of the German 
Empire she must now pay the foreign holders of her rentes. The 
French themselves could furnish their part of the loan only by 
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divesting themselves of investments made in foreign funds, such as 
Austrians, Italians, and foreign railway stocks and bonds. In pre- 
cisely the proportion that France ceased to be a creditor of the 
rest of the world, did she surrender a revenue derived from the 
productions of other countries. It is thus that she has paid off 
Germany. The French tax-payers must henceforth pay to the 
_— of the Fenfes the dividends which they formerly drew from 
abroad.” 


This picture, which Dr. Wagner draws, is not flattered, yet it is by 
no means lacking in correctness. There is in it a salutary warning, 
more valuable to us than empty conjectures fit for nothing but 
to cherish dangerous illusions. It is just the occasion when we 
can say with our charming Lafontaine: 


‘Nothing more dangerous than a friend indiscreet; 
Better, far better, a wise enemy to meet! 


Dr. Wagner declares that by realizing these foreign investments 
the payment of the War-Fine has been marvelously facilitated, and 
that, too,- without touching the productive instruments of labor of 
France. This is the essential point, and it gives us pleasure to see 
it clearly stated by such authority, confirmed as it is by Dr. Soet- 
beer. 

As to the boastfulness with which Dr. Wagner reproaches the 
French character, it must be admitted that if it ever existed the 
nation is cured of it. M. Léon Say’s report furnishes on this 
point a sufficient answer to Dr. Wagner’s assertions. It does not 
dissemble our hopes, nor does it underrate the charges bequeathed 
to the future. In it is to be everywhere found the faithful description 
of a desperate situation from which there was no escape,*except 
by almost miraculous efforts, possible, thanks to an extraordinary 
co-operation of propitious circumstances acting as a counterpoise 
to the severity of our country’s fate. But corresponding resources 
are not to be renewed either so promptly or readily; such heroic 
sacrifices cannot be again expected; besides which, the rarest abil- 
ity was needed to pluck from them the salvation of the country. 


But these exertions have been better rewarded than Dr. Wagner 
supposes. It is true that our financial position is not brilliant, but 
its solidity can not be doubted. We have succeeded in facing an 
immense peril by ‘the strength of our resignation, by an appeal to 
all the living sources of production, by the help of all of our past 
savings. All that Dr. Wagner says on this point, Mr. Léon Say 
had already disclosed, but the latter opened up prospects less 
gloomy. 

Whilst the circulation of notes of the Bank of France was more 
than doubled for a certain time, sustained as it was by extraordi- 
nary demands on the market, brought about by the operations con- 
sequent upon a colossal loan rather than by the compulsory cir- 
culation, yet the well-known prudence and wisdom of that great 
institution have already reduced to normal proportions the bulk of 
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its financial transactions. The one milliard six hundred millions of 
increase in its circulation have been cut down to one milliard, the 
greater part of which is in notes of less than one hundred francs, 
which were forbidden before the war, but have since been adopted 
everywhere. As for the specie reserves, they are at their former 
level, and represent one-half of the notes in circulation. We thus 
escape the peril, so justly denounced by Dr. Wagner, of an wun- 
steady circulating medium, Compulsory circulation is but nominal, 
and the note passes at par with coin. We have therefore no rea- 
son to dread, as much as some people suppose, any legislation for 
a return to specie payments. The foundation of all our transac- 
tions has never ceased to be other than that solid ground, gold 
and silver; we chose to make other sacrifices so as to maintain 
this mighty security. 


II 


How have we paid the contribution? Dr. Wagner evidently 
caught a glimpse of that which M. Léon Say’s report has brought 
clearly to light. To acquit ourselves promptly, we have had re- 
course to an immense loan which lays upon us a lasting load. To 
pay in cash whilst touching only temporarily our metallic reserve 
(already reconstructed), we were obliged to dispose of a large 
amount of investments made in foreign countries, adding thereto 
the products of former and the results of present labor, and thus 
to accumulate the elements of a colossal operation of international 
exchange. 

The old doctrine of the dalance of trade suited the times when 
the mevement of international values was concentrated in the ex- 
portation and importation of products. The difference had to be 
paid in specie; the affluence of gold and silver composed the 
profit. , , 

Without entering into an examination of this doctrine, there is 
a new fact which modifies its conclusions in a remarkable manner. 
Mr. Goschen has developed it with great force in his Zheory of 
Foreign Exchanges, and his translator, Mr. Léon Say, has com- 
pleted the demonstration. The employment of capital in foreign 
investments modifies the old condition of things remarkably; we 
may say that this employment exercises at the same time both 
a financial and a political influence. 

Formerly the power of States to extend themselves was mani- 
fested by aggression and conquest. The old colonial system was 
nothing else than systematically making the most out of distant 
countries, doomed to become exhausted in order to supply the 
exigences of the mother country: misery on the one side, small 
profits on the other; such was -necessarily the inevitable result of 
the spoliation of delinquent colonies by the periodical reapings of 
an insatiable conqueror. 

England, which had exhausted every form of government gained 
by the sword, changed the. system. Experience proved to her 
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how ephemeral and unsatisfactory were the advantages of the 
old method. She has opened up a new one, by introducing 
capital, which fertilizes, in place of brute force, which desiccates 
and destroys. By means of what might be called the colonization 
of capital, she has communicated to the backward populations of 
the globe the means of elevating their condition and improving 
their lot by exchanging for the products of labor the surplus of a 
profit, which ‘they would not have realized without this fructifying 
combination. 

Thus there has heen achieved, between different countries, the 
beneficent alliance of the results procured by labor and preserved 
. by foresight and industry; anid thus were diminished the difficulties 
of labor, whilst it was made much more productive. This combi- 
nation has marked the starting point of the new progress of hu- 
man societies. 

The colonization of capital is rapidly developed by quickness of 
profits and facility of communications. It has led England to up- 
heave, so to speak, an alluvial land, richer and richer, the volun- 


tary products of which have taken the place of extorted tributes. 


The exchange of instruments, intended to conquer the resistance of 
rebel nature, for a portion of the advantages created, has, at the 
same time, benefited, without detriment to any one, those who 
found themselves delivered from the hardest privations and those 
who obtain a part of the increased riches. 


Such is the real meaning of the commercial system for which 
England opened the way, and in which France has, in turn, en- 
tered during the last twenty-five years. The products of the year’s 
labor which surpass the satisfaction of immediate wants were 
partly employed at home to develop the productions of the coun- 
try more and more, and partly used without, to furnish countries 
more behindhand with the means of elevating themselves in turn. 
From one place to another, under different forms, the capital of 
England and that of France have served, as that of Holland for- 
merly did, to furnish advances either to States which have con- 
tracted public debts, or to companies which have undertaken use- 
ful creations, or to private individuals who have thus obtained 
profitable resources. 

The annual revenue which England derives from numerous in- 
vestments made in other countries is reckoned by milliards. With- 
out rising so high, the profits proceeding from the same financial 
policy are reckoned for France, before the war of 1870, at hun- 
dreds of millions, Naturally these investments, in which an in- 
creased risk always enters, were also the source of a larger income 
from dividends and interests. 


The profit derived from this source prepared for us powerful 
elements of deliverance when misfortune imposed heavy burdens. 
upon us. Indeed, the foreign investments supplied the substance 
of a large compensation, and their transformation into the national 
subscription to the loan has allowed us to obtain the indispensable 
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materials of exchange, by means of a vast arbitration. Compelled 
to borrow funds at a high rate, we greatly diminished the differ- 
ence which separates the revenue of foreign values from the revenue 
of French values, especially when we take into the account the 
difference of the risk run. By the natural course of things, the 
reserves of the past, accumulated in foreign values, could be em- 
ployed in meeting the cruel demands of the present. We have in 
great part paid Germany with our foreign means, and the greater 
portion of the new debt inscribed in our “Grand Livre” has al- 
ready returned into French hands. 


It is true that we no longer handle the annual profit which was 
supplied to us by foreign countries. .Germany has succeeded to 
us in this respect; but our home production has escaped the great 
danger of finding itself diminished, for our instruments of labor 
have not been injured, and the spirit of labor and economy which 
distinguishes France continues its peaceful conquests. 

We have been able to pay, that is the essential point; Dr. Wag- 
ner need not remind us at what cost. Léon Say’s report men- 
tions it. It contains curious researches respecting the nature and 
‘the amount of the foreign investments of which we have been 
obliged to despoil ourselves, and it does not forget to keep an 
account of the increase of taxes, rendered inevitable by the impo- 
sition of a new debt exceeding eight milliards. Dr. Wagner has 
blackened too much the picture of this burden, as well as exagger- 
ated the bad effects of the compulsory circulation (legal tender), 
restrained as it was within the bounds traced by prudence. 

The learned Berlin professor is wrong in introducing largely into 
the account the dissatisfaction and trouble which the collection of 
the new taxes must occasion. Undoubtedly they are heavy and 
are a burden upon industry, but we have resigned ourselves to 
them, and never were there fewer strikes and coalitions, or fatal 
discussions upon the question of labor. Our agriculturists and our 
manufacturers have comprehended the severe duties which devo- 
tion to the country imposed upon them, and our workmen have 
sacrificed certain pretensions and many prejudices in obeying the 
same patriotic feeling. 

The causes of our former prosperity, although fettered by new 
burdens, must tend to the same productive results; but the re- 
serves obtained during the past few years have received a different 
destination. 


We have just mentioned how the realization of a part of the 
foreign investments had assisted the subscription to the late loans 
and the payment of the War-Fine. We must add another element 
to it. The considerable increase of the wealth of France for a 
quarter of a century was due to labor, to exchange, and to econo- 
mies; every year* some hundreds of millions, thus obtained, were 
directed toward foreign investments. The movement has undoubt- 


.* Maurice Block puts them at £80,000, and Blackwood says a much larger sum, but does not 
give the amount.—77vans. 
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edly slackened ; it has undergone a certain restriction, but it has 
not been stopped. Savings continue to play their part, but the 
investment of them is differently directed. New resources have 
been, in still greater proportion, employed at home. There was a 
certain period of stoppage in shifting capital intended to be spread 
among peoples less advanced, and to fertilize labor there. Our 
loans absorbed in a threefold manner a part of the reserves which 
other countries had attracted. To values realized are to be added 
those which proceed from the product of investments retained, as 
well as the sums which, if it had not been for those loans, would 
have shared in new investments abroad. The work of liberation 
has operated, so to speak, in a double way: it has gathered in 
the legacy of the past, and it has diverted from their usual em- 
ployment sums which otherwise would have continued to be put 
out .abroad.- Three years have been devoted to the transformation 
of reserves which are now converted into the French funds. 

These resources must have been considerable, to bring about 
the subscription or the redemption on French account of a loan 
of five and a-half milliards, which, by virtue of an“ economical 
law, consecrated anew by this vast experience, have successively 
returned to their original country. 


III. 


This is not the only instructive side of our recent financial his- 
tory. We have solved a problem of which little or nothing was 
previously known, the prompt transfer from one country to another 
of an immense capital whose payment in specie was exacted by 
our creditor. 

Dr. Wagner points out, as peculiarly interesting, an examination 
of the means whereby such sums were collected, and, if we may 
be allowed to use the expression, decanted into Germany. 

Mr. Léon Say’s report explains wonderfully well the manner of 
applying on an immense scale, the financial policy which has over- 
come this formidable difficulty, without causing a profound dis- 
turbance and without bringing about the metallic cataclysm which 
was dreaded. We rely on his facts and figures. 

This double problem, equally formidable from either view, 
consisted in finding the wherewithal for a colossal contribution, 
and in knowing ow, after the resources were once collected, to. 
discharge it without compromising everywhere the equilibrium of 
the circulation; how to transport this enormous bulk without shat- 
tering the financial mechanism of the world. : 

Let us recall our mournful history. 

The preliminaries of peace between France and Germany were 
signed at Versailles on the 26th of February, 1871. The first ar- 
ticle imposed upon us a fine on account of the war of five mill- 
jards of francs, the first milliard of which was to be paid in 1871, 
and the four others within three years. 
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The Convention of Ferriéres, adopted on the 11th of March, 
1871, completes this financial stipulation, by establishing (art. 15) 
the value of the thaler at 3 fr. 75, and that of the German florin 
at 2 fr. 15. 


Lastly, the definitive treaty of Frankfort (May 10, 1871) speci- 
fies the periods and methods of payment. 


We were required to make a payment of five hundred millions 
thirty days after the restoration of order in Paris, for the horrors 
of insurrection were added to the calamities of invasion. This ua- 
happy country, victim of the foreigner, was reduced to a war with 
its own children! 

In the course of the year 1871 we were obliged to pay one 
milliard more, 500 millions on the 12th of May, 1872, and the 
three remaining milliards were to be discharged on the 2d of 
March, 1874. Interest at five per cent. was added to the princi- 
pal due, on the 3d of March in each year. We stipulated for 
the power of anticipating the payments on giving three months’ 
previous notice. 


This power had not been contested, although it was connected 
with a question of the greatest importance, that of the gradual 
and final evacuation of our territory. It was not supposed that 
the payments could be faithfully made at the times appointed. Dr. 
‘ Wagner’s work fully informs us what were the expectations of the 
conqueror in this respect, and fears existed among us as well as 
hopes with the Germans. Imagination stood aghast before the 
enormity of the obligation imposed upon France. Yet all has 
been paid, even before maturity, and the entire evacuation of the 
territory has been hastened by about a year,—a great service 
which we cannot too often recall, rendered by the illustrious states- 
man, the Chief of the State, whose skillful measures have hastened 
our deliverance. 


Our entire payment, including the interest, amounted to 5,315,- 
755,853 francs. The accounts published in Germany bring it to 
1,484,551,274 thalers, representing, at the rate of 3 fr. 75 to the 
thaler, a total of more than 5 milliards 567 millions of francs. It 
exceeds by about 252 millions the sum paid by the French Treas- 
ury; but this is explained, because we must add the 200 millions 
of contribution demanded of Paris, and some contributions paid 
.by other cities. 


The totals agree. They prove the exactness of the calculations: 





Germany received in notes of the Bank of France.....-..-.-..-.- 125,000,000 

We have surrendered to her the ownership of the Eastern Rail- 
WORE, GE sick hsik ch cckccccendsgasednedctcdicudccamossescee Qe 
Total.......... 450,000,000 


There remained then to be paid in cash or in German bills more 
than 4 milliards 850 millions. The mode of payment prescribed 
by the treaty allowed only of the notes of the Bank of England, 
notes of the Bank of Prussia, the notes of the Royal Bank of 
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Holland, notes of the National Bank of Belgium, and notes paya- 
ble to order or negotiable bills of exchange of the first class, pay- 
able at sight, upon these same countries. 


The rate of the thaler was established at 3 fr. 75, and that of 
the florin at 2 fr. 15. ‘The exchange was not settled for the other 
bills, these not having in Germany the ‘liquidating character of 
lawful money. They were received in payment, certain not to ap- 
pear in the account except by the net product of their negotia- 
tion in thalers and florins, made by the German Government, the 
cost of collection being deducted. It is but just to say that the 
financial councillors of Prince Bismarck had neglected no precau- 
tions. 


To meet our engagements, we had issued a first loan of two 
milliards, the operations of which, begun on the 1st of June, 1871, 
were completed on the 6th of March, 1872, and allowed us to cover 
the first periods of payment, amounting, in principal and interest, 
to nearly 2 milliards 162 millions of francs. Deducting the 325 
millions for the estimated value of the railroads of the East, we: 
paid 1,836,860,367 francs, in 

Notes of the Bank of France 

French Gold 

French Silver 

Specie and Notes of German Banks 

DM censecrsccoacce dima Semieee am eamelaata 312,650,509 
Florins of Frankfort 25,816, 
Marcs banco of Hamburg 

Florins of Holland 

Francs of Belgium 

Pounds Sterling 


1,836,860,367 fr. 43 


We were forced to appeal to the reserves of all the great finan- 
cial States, and to the resources of the principal commercial 
places. 


The work of paying the three milliards, begun on the 2gth of 
August, 1872, was ended on the 5th of September, 1873. It com- 
prised, in principal and interest, a total of 3,153,800,085 francs 86 
centimes, and was divided as follows: 


French Gold 164,001,555 fr. 25 

French Silver 176,275,180 “ 73 

Specie and notes of German banks 42,485,029 “ 2 

2,172,663,212 03 

209,311,400 42 

Marcs banco 148,641,398 27 

Marcs of the German Empire 79,072,309 89 
Belgian francs 148,700,000 
Pounds Sterling 12,650,000 


Altogether 3,153,800,085 fr. 86 


We shall mention by and by how our Government succeeded in 
realizing a considerable saving by exchanging itself the values of 
different countries into German denominations, instead of abandon- 
. ing the care of this operation to our creditor. 
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How did we obtain the necessary resources? By loans, charging 
ourselves for a long time to come with the burden of their inter- 
est. Here Dr. Wagner is clearly right. We have paid Germany, 
but we are still in debt to other creditors. Our debt is trans- 
formed, to the great advantage of the country, but it is not extin- 
guished. But we believe that, if the burden is heavy, we are 
equal to it. 

The faithfulness with which we have fulfilled all our engage- 
ments has strengthened the credit of France, notwithstanding the 
disasters experienced and the losses borne. But, this confidence in 
our punctuality in paying what we owe, has opened to us a re- 
markable extent of financial co-operation. The great Richelieu 
said so at a time when hardly any one suspected the real power 
of credit, Confidence is a capital upon which one can always draw,* 
and we have neglected nothing to render confidence justly de- 
served. Our country has submitted to the most painful sacrifices, 
not only to meet all its engagements, but also to prepare for their 
future redemption. The resources of the budget of receipts have 
been calculated in such a way as to cover the actual expenses, 
and also so as to prepare for the gradual diminution of the bur- 
dens bequeathed by the past. If any fault has been committed it 
has proceeded from too great an anxiety to efface this sad legacy of 
our misfortunes, and one is tempted to say: felix culpa. 

The two milliards loan procured a payment of 2 milliards 
225,994,000 francs. The loan of three milliards was still more 
productive. It gave the Treasury 3,498,744,000 francs. Altogether 
the credit of France has supplied her with more than 5 milliards 
724 millions of francs. We have no cause for vanity, for they are 
so many obligations which the country must meet, so many perma- 
nent charges which the increase of taxation must cover. But we 
may add that it is an eloquent token of the sacrifices to which 
France has resigned herself, whilst calculating to balance them by 
the results of diligent labor and submissive economy. 

What deserves particular attention is the exact parallelism be- 
tween the payments of the loans and the resources devoted to our 
liberation. The funds intended for the payment of the war-fine 
were regularly appropriated to it. They were employed as rapidly 
as possible in the discharge of the debt which was to procure the 
liberation of the territory. 

Thus, we have paid what we owed with the product of the 
loans, we have taxed the future in order to pay the sums neces- 
sary for immediately freeing the soil and for doing honor to the 
word of France. Dr. Wagner deceives himself when he supposes 
that too optimist an illusion makes us forget the burthen of to- 
morrow, when we have thrown off the load of to-day. France is 
not guilty of such want of foresight. When she has witnessed a 
public debt, which in the beginning of 1870 did not amount to 12 


* Or as the late Mr. John Jacob Astor once expressed it: ‘‘Money you can use only once, 
credit you can use always.”—7rans. . 
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milliards, almgst doubled ; when she has already voted 700 millions 
of taxes to meet the new expenses, she is not disposed to misun- 
derstand the sad teaching of the past. She knows what awaits 
her, she knows the load of future budgets, which for a long time 
will carry the penalty of our faults, and she takes care not to 
blind herself so far as to forget the responsibility of those who 
committed them. She has not shrunk from any sacrifice for free- 
ing her territory; she will not shrink from any sacrifice for paying 
what she owes; but she is not ignorant that she remains a debtor 
for all the losses experienced. She understands the real situation 
better than Dr. Wagner imagines, and she bears with patience the 
inevitable weight of the increased taxation. 


IV. 


Collecting the sums intended to pay the War-Fine was not all. 
It was also necessary to transmit to the conqueror the exact equiv- 
alent of this enormous mass in its cash value. This was not the 
least delicate part of the task, as we shall presently show. In thus 
mortgaging the future we obtained, thanks to a use of that credit 
whose elasticity could only be measured by the emergency, be- 
sides the resources indispensable to discharge the debt due to the 
foreigner, those needed for the other consequences of our disas- 
ters. The latter were nearly equal to the War-Fine. To effect this 
we have resigned ourselves to the creation of 700 millions of new 
taxes, we have devoted to the liberation of France the profits hith- 
erto employed in increasing her riches and her power. 


But what would have become of us if we had not collected 
considerable reserves ? if we had not been able to divert, towards 
a sad but henceforth inevitable destination, the new accumulation 
of wealth proceeding from the same source? if we had not found 
and utilized the existing power of credit in modern society? and 
lastly, if the mechanism of an improved and expanded circulation 
had- not allowed us to use all the new means for transforming 
into cash and freedom-giving values this vast mass of indebted- 
ness, without causing the profound disturbance which was feared 
for the monetary situation of the whole commercial world? It 
was this union of these elements which enabled us to overcome 
difficulties apparently insurmountable, and to spread over a num- 
ber of years a load under which France was in danger of suc- 
cumbing. . 

We are not disposed to forget, as Dr. Wagner accuses us of do- 
ing, either the investments in foreign countries, now lost, nor the 
revenues which, at present, are handled in Germany instead of 
among us, nor the difficulties connected with the taxes. They 
have not yet felt them enough, he says; we can allay this appre- 
hension. France has suffered much and she is still suffering, but 
if she can find consolation, it is in the thought that she has dis- 
charged, cost what it might, all her engagements, and that she is 
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working to fill up the breach made in the national wealth. She 
does not deserve a reproach for either desponding or boasting. 


The mischief is not yet revealed in its full extent, adds M. Wag- 
ner. We shall neglect nothing to prevent its augmentation, and we 
hope for success, without our country being exposed to injurious 
excitements or fatal disturbances. 


We have not had recourse to the dangerous seduction of a pa- 
per money intended for the payment of our debts. Dr. Wagner is 
in error respecting the nature of the emissions made by the Bank 
of France. They have not served for a pretended discharge, 
founded on a fiction. We have paid by executing a mortgage on 
our revenues, and not with a sham currency.* We have profited 
by the power of credit, because we have kept solid its foundations, 
instead of resorting to unsubstantial resources. 


‘When we thoroughly examine the increased demands for a cir- 
culating medium at a period when operations for ready money 
are multiplied, and when we think of the movement created by 
the payment of immense loans, and by the shiftings of exchange, 
we are no longer surprised at an increase of some hundreds of 
millions of notes beyond the ordinary limits. o 

Moreover, actual experience has completed the teachings of 
theory. Every one has learned a good deal, and we do not hesi- 
tate to admit that we formed no adequate idea of the possible 
extension of the circulation, when it answers to a serious demand, 
and reposes upon a confidence merited by prudent conduct and 
the desire not to disturb the natural course of business. ° 


The expansion of the circulation of the notes of the Bank did 
not wait for the compulsory circulation to reach a considerable sum. 
It was 1,485 millions at the beginning of 1870, against a metallic 
deposit of 1,203 millions of francs. The Bank note then circulated 
as a real specie-certificate. There were only 252 millions which 
were not covered by coin. 


When the compulsory circulation was decreed in the month of 
August, 1870, the maximum of issue was fixed at 2,400 millions, 
This amount was increased to 2,800 millions by the law of De- 
cember the 29th, 1871, and finally to 3,200 millions by the law of 
July the rs5th, 1872. 

But in proportion as the note became the chief and almost ex- 
clusive instrument of domestic exchanges, thc circulation more and 
more took the form of notes for moderate and small amounts. 
Im January, 1870, there were 397,648,200 francs in notes of 100 
francs, and 42,911,750 francs in notes of 50 francs, altogether 440 
millions of notes of roo francs and so francs. Smaller notes 
did not exist. When the maximum, which was only reached 
for a short time, amounted on the 31st of October, 1873, to 
3,071,912,300 francs, more than two-thirds of this colossal sum 
were represented by notes of 100 francs and less. 


* The author uses Ayfothéque antithetically to Aypothése. 
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On the 29th of January, 1874, the circulation of the notes fell 
to 2,832,869,828 francs, and of this amount notes above 100 francs 
amounted only to 922 millions, whilst there were 


884,484,800 francs in notes of 100 francs. 
274,656,300 “ = © 
28,588, 725 “ 25 
628,464,600 <“ 20 
93,022,600 5 


that is to say, for more than 1,900 millions of middle-sized and 
small notes, those under 50 francs amounted to 750 millions of 
francs. Their issue explains the difference of the total amount, 
finally established, from the previous amount of the fiduciary emis- 
sion, taking into ‘the account the increase of the exchanges. The 
last statement furnished by the Bank (December roth, 1874,) gives 
a circulation of notes of 2,547 millions against a metallic reserve 
of more than 1,317 millions. The difference is therefore reduced 
to 1,230 millions, or less than the circulation of the note of 100 
francs and under, which is perfectly well sustained. 


This approximation of figures allows us to judge of the tempo- 
rary extension of the compulsory circulation. It also explains the 
little disturbance which that proceeding occasioned in the situa- 
tion of the market. The extension of business and the adoption 
of the small notes prevented the course of exchange from rising, 
and the circulation of the notes proceeded exactly as though a 
metallic circulation. There is something here to assuage Dr. Wag- 
ner’s apprehensions and to calm the anxiety of Mr. Soétbeer. This 
increased issue only answered the demands of legitimate business, 
without furnishing the payment of the War-Fine with a factitious 
element which would not have failed to come back upon our mar- 
ket and disturb it. 


The Government had the good fortune to meet with the de- 
voted support of, a solid institution, famed for the wisdom and 
even for the severity of the principles by which it is governed, 
and which offered an ample margin of guaranty for the notes 
issued. It gathered the fruit of that financial foresight which re- 
jected the illusions of a pretended liberty of issue, which it was 
attempted to confound with the liberty of banking. This latter has 
nothing to do with the power of creating genuine monetary in- 
struments. Like the administration of justice and the establish- 
ment of weights and measures, it forms part of the attributes of 
the State. 


The unity of the circulating medium has greatly contributed 
towards maintaining for the note of the Bank’ of France the con- 
fidence which it inspires. Dr. Wagner has not sufficiently appre- 
ciated this power, and he has exaggerated the danger of the 
resumption of specie payments. We cannot repeat it too often; we 
must not regulate ourselves solely by the past. It is of impor- 
tance to measure the new dimensions of the circulation by the 
movement of the circumstances which reflect the immense develop- 


SI 





786 BANKER’S MAGAZINE. [April, 


ment of production and exchange, and which exhibit themselves 
by the necessary accumulation of the precious metals, as well as 
by the ingenious operations of credits and of the transfers of bills, 
which scarcely suffice to do the augmented work of actual trans- 
actions. 

We have freely used the note, but we have not, as Dr. Wagner 
imagines, abused it. We have known how to resist its deceptive 
facilities, by constantly guiding ourselves by the infallible regulator 


of the exchanges. ‘These always exhibit faithfully the real situation , 


of the money market, and their fluctuations instantly proclaim the 
faults committed. The information supplied by this inflexible mon- 
itor has not ceased to control, with us, the transactions of the 
Treasury and the Bank of France. Equipped with this compass, 
we have avoided shipwreck. 


It is thus that we were-able to increase successively the amount 
of the issue, in order to provide especially for the tempo- 
rary needs created by the great operations of the Loan. The 
advances made by the Bank to the Treasury have had this char- 
acter: they did not bring with them the danger of a call for paper 
money in a permanent manner and fdr excessive amounts. 


If any danger now exists, it is that we may misapprehend the 
bearing of past events in what relates to the bank-note. We 
succeeded, thanks to a thoughtful foresight, in raising the issue to 
a total of about three milliards, but we did it only amidst circum- 
stances which cannot reappear in the same proportions. That 
which appears to us to be more to be dreaded than the resump- 
tion of specie payments, which will be accomplished without the 
embarrassments predicted by Dr. Wagner, is the illusion excited 
by an enormous circulation employed without perceptible incon- 
venience, because it has benefited by . conditions altogether 


‘exceptional. We should be in danger of deceiving ourselves greatly 


respecting the resources of paper money, if we did not thoroughly 
take into, consideration the circumstances which have prevented 
this mass from depreciation. 


In ordinary times, the Course of exchange measures the metallic 
value of [monnaie fiduciaire| currency.* It is still more essential to 
consult it at the period of compulsory circulation; for it alone tes- 
tifies to the moderation or excess of the issue. At this moment 
the permanency of a favorable course of exchange attests the 
reality of the business for which the notes serve as a vehicle, and 
proves that they do not weigh heavily on the market by their 
excess. The metallic reserve is strengthened;¢ more than half of 
the notes are secured by coin; we can confront the return of spe- 
cie payments without fear. 

(Concluded in the next number.) 


* Upon this subject, see E-xchange and Circulation, by the author. 


t The present stock of specie in France has been recently estimated at 1,550 millions; some 
writers put it at even more. Every week there are remittances of gold to Paris.—Z7vans. 
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SUGGESTIONS ON THE FINANCIAL PROBLEM. 


[CONTRIBUTED. ] 


In applying any exhaustive remedy to our disordered currency, 
reference must be had, not only to the resumption of specie pay- 
ments, but to the ultimate and permanent status which the currency 
should assume. The operation of resuming should be so conducted 
as to keep in view a reorganization of our monetary system on a 
more stable basis. Among the schemes of more than doubtful 
utility with reference to this object is that of establishing a colossal 
bank with a capital of $ 500,000,000, or even one-quarter of that 
sum. So vast a concentration of capital in one organization and 
under one management is unnatural, and could scarcely fail to be 
less safely and profitably managed than the same amount dis- 
tributed in smaller capitals among many organizations. The 
efficiency of capital may be diminished by too much organization. 
The industrial forces cannot exert their full power under anything 
so resembling military discipline. Our monetary system will natur- 
ally take a more democratic form. 


One serious difficulty with banks having so large a capital is, 
that in order to make as good a rate of dividend as smaller insti- 
tutions, they are constantly tempted to keep their reserves at too 
low a point. The Zconomist in a recent article points out in 
the case of the Bank of England, the workings of a large capital 
in this respect. The dividend§ of last year and those of the four 
oldest London Joint 6tock Banks, are compared as follows: 


Rate, Paid up 
per cent. capital. 


Bank of England £ 1,455,000 10 14,553,000 
London and Westminster .... £420,000 21 2,000,000 

i 244,000 17% 1,395,000 
London Joint Stock......... 252,000 <a 1,200,000 
London and County -- 1,156,000 20 1,200,000 


ee 
Excess of Bank of England dividend... % 299,000 


Owing, however, to the excessively large capital of the Bank of 
England, this larger dividend gives a lower rate than the smaller 
dividend of any other of the banks named. If the capital of the 
Bank were reduced to £ 7,000,900 (about $ 35,000,000 ), which 
would be equal to the capital of the Bank of France, and of the 
Second Bank of the United States, the funds, which draw a profit 
(£ 31,368,000 on Feb. 3d), and, consequently, the profits would be 
diminished by less than one-quarter, giving a much better rate of 
dividend. In other words, the more a bank can live on borrowed 
capital, the better rate of dividend it can make; and banks of 
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very large capital are not likely to live as much relatively on 
borrowed capital, as smaller ones. Hence, the Bank of England, 
in order to increase its rate of dividend, keeps a reserve, which, 
in proportion to the magnitude and character of its liabilities, is 
actually less than it kept in 1844. The largest portion of the 
increase in the Bank’s deposits, other than public, since 1844, 
consists of the balances of other bankers, and it is this portion of 
the deposits which, being most likely to be called for suddenly, 
exposes the Bank to the greatest danger. In 1844, out of a total 
average reserve of £ 8,500,000, but £ 900,000 consisted of bank- 
ers’ balances, leaving a margin of £ 7,600,000. In 1873, the 
average reserve was £ 11,220,000, while the bankers’ balances 
amounted to no less than £ 8,500,000, leaving an excess of only 
42,720,000 for the Bank’s own proper liabilities. During the crisis of 
1857 and 1866, the reserve fell several millions below the amount of 
the bankers’ balances, so that the latter, if demanded, could not 
possibly have been paid without a suspension of the act of 1844. Zhe 
Lconomist argues, therefore, that the reduction of the capital of the 
Bank “would augment the safety of the public, and would tend 
to make the business of the Bank of England itself more satisfac- 
tory and more secure.” If British writers are beginning to dis- 
cuss the propriety of reducing the capital of the Bank of England, 
Americans may well pause before establishing in this country a 
bank that would dwarf even that institution. It cannot be reason- 
ably expected that the results of such an experiment would be 
more favorable in this country than in England. Here, as_ there, 
such a bank, in its struggle to make as good a fate of dividend 
on a large capital, as other banks make on a small one, would 
be continually tempted to reduce its reserve below the point of 
safety, thus creating periodical uneasiness and alarm. Nothing 
but financial genius of the highest order could be trusted with the 
management of the huge machine, to say nothing of the high 
moral qualities required. This country has*many able bankers, 
but who among them would be adequate to responsibilities so 
vast? At a time when the liberties of American. citizens are 
more than ever menaced by the power of overgrown corporations, 
the creation of such a monster to dominate the money market, 
would be singularly inopportune. These objections do not apply 
with so much force to a bank of no larger capital than the 
Second Bank of the United States. Such an institution, if kept 
clear of politics, and managed on sound, conservative principles, 
might prove useful as a regulative force in our financial system. 
Another proposition is to take away from the banks the function 
of issuing notes, and confine the exercise of this privilege exclu- 
sively to the National Government. The furnishing of a circula- 
ting medium is something distinet from ordinary banking, and the 
union of the two marks an imperfectly developed monetary system. 
But that of the United States has scarcely reached the point where 
it can dispense with this union. In time, the country will become 
prepared for a more highly organized monetary system, with a 
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greater subdivision of operations. At present, to take away from 
the banks the right to issue notes, would in many parts of the 
country amount to the annihilation of banking. Our more thickly 
settled localities may have reached that stage at which deposit 
and discount banking may thrive without any assistance from 
note issue, but in a large, probably the larger, part of the country, 
_ it is otherwise; and in these, if the profits derived from circulation 
were taken away, the business would prove a losing one. These 
sections would, therefore, soon suffer from a lack of banking 
facilities, which would be worth more to them than the interest 
which the Government would save by monopolizing the privilege 
of issuing circulating notes for them. 

Such a measure must also be considered, not only in reference 
to its present effects, but in its bearing on the future growth of 
deposit banking. Mr. Bagehot, in his interesting book, “ Lombard 
Street,” very ingeniously points out that it is the note issues of a 
bank which in the order of time precede the acquisition of de- 
posits, as in the former the bank is active, while in the latter it is 
passive, and that by means of its note circulation the bank intro- 
duces itself to customers and secures their deposits. “A system of 
note issues, ” he says, “is, therefore, the best introduction to a 
large system of deposit banking. As yet, historically, it is the 
only introduction. No nation, as yet, has arrived at a great system 
of deposit banking without going first through the preliminary 
stage of note issue.” The measure proposed would, therefore, not 
only annihilate banking in many parts of the country for the 
present, but would take away the most efficient, if not the only 
instrumentality for introducing it in the future. 


Nearly all will probably agree that the National Government 
should never relax its hold on the currency of the country. But 
the power of the Government over the currency should be used, 
not to destroy, but to strengthen our banking system. It should be 
the aim to reconcile the interests of the banks with those of the 
nation. John Stuart Mill (/oiitical Economy, Book III., ch. xxiv., 
§v.) offers a suggestion which deserves attention in the present 
situation of this country. It is, “that Treasury notes exchangeable 
for gold on demand should be issued to a fixed amount, not 
exceeding the minimum of a bank-note currency, the remainder 
‘of the notes which may be required being left to be supplied, 
‘either by one or by a number of private banking establishments.” 
This is so nearly the type of our present system, which necessity, 
not choice, imposed upon us, that the transition would be com- 
paratively easy. The limit of Treasury notes might be fixed at 
three hundred millions, backed by a reserve of specie equal to half 
that amount, leaving to the banks the benefit of supplying the 
‘varying quantity of circulating notes in excess of that amount. 
‘The Treasury notes should be. a legal tender for all debts except 
those due from the Government, as legal-tender notes have been 
found, after forty years’ experience in Great Britain, to be a useful 
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palliative in times of pressure. But the iniquitous provision, by 
which Government promises are made a legal tender for Govern- 
ment debts, is a most ingenious contrivance for breaking the 
promise in reality while keeping it in form, and, whether consti- 
tutional or not, should never again find a place on our statute 
books. Banks should be required to secure their circulation by 
depositing with the Treasurer of the United States either bonds 
or specie,—the latter, if deposited, to be counted as part of their 
reserve, to be kept distinct from the balance of the Government 
funds, and appropriated to no other use than the redemption of 
bank notes, on presentation. 


It is fashionable to underestimate the quantity of the precious 
metals needed in restoring and maintaining specie payments. Gold 
and silver ought to constitute from one-half to two-thirds of the 
total circulation. According to recent estimates, these metals 
constituted more than two-thirds of the currency of Great Britain, 
and nearly three-fourths that of North Germany. In this country, 
it has been less quite as often as it has been more than one-half. 
Our condition in this respect November 1st, 1874, will appear by 
the following comparison: 

















National Bank notes................- nr ee $ 348,791,152 
REGS BOMNET MES sins nc ccc ccccsenass cask acne 382,000,000 
RMD CUINONEN 65 nas cts nesccsnsdsascbnanaeee 48,151,024 

Total of irredeemable currency....--......---. $ 778,942,176 
ST CI GEE ood ce diasincmadacasncbiwaes 22,070,400" 

pe SOE rr 
Specie” not over ........ <. aiiwen Shae ncassaeaacar 237,000,000 
Wotal Of notes auth apecie. .o5i..25.0cccscscccscask $ 1,038,012,576 


At present, therefore, less than one-fourth of our currency consists. 
of specie. On a specie basis, the total volume of the currency might 
amount to $800,000,000, of which $450,000,000 to $ 500,000,000 
should be specie. Under our present monetary system the demands. 





* Nore.—Estimated stock of specie in the country January 1, 1861.......... $ 240,000,000 
Estimated production from January 1, 1861, to November 1, 1874......... 896,877.000 
DN iv dich uid eatin cence tanked aang Gnaeus cdavaamandeesee nisin $ 1,136,877,000- 





Excess of exports up to. November 1, 1874........... $ 716,595,000 
Estimated consumption .in the arts at $9,000,000 per 

SUE GE TE GIN. oisik ionic sk cvcc ccscnsecces 124,000,000 
Estimated export from Southern States during the war, 
of which there is no account.............sceceeees 


I MII icp acciuass dias: SKicsdiace oars 4,0. pins erbretacearmncnic a ae mare wlaen aimimle 900, 595,000" 





Balance remaining in the United States November 1, 1874........... $ 236,282,000 


This is some $69,500,000 in excess of the estimate of the Director of the Mint made orm 
a different basis. The consumption of the precious metals in the arts cannot be accurately 
known, but the Census reports show that the raw material used in those manufactures of 
whieh they constitute the principal ingredients, was $7,747,000 in 1860, and $12.488,800 in 
18 It may be roughly estimated that materials other than gold and silver comprised in these 
jr are offset by the quantity of these metals used in other manufactures. Some of the 
material used in the arts, estimated in McCulloch’s Commercial Dictionary at one-fifth, is old 
metal melted over. Deducting this, there remains for the consumption of new gold and silver 
in the arts about $6,200,000 in 1860, and $ 10,000,000 in 1870, probably increased to $ 12,000,000 
in 1874. The medium amount is about $ 9,000,000. 
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of commerce cannot be relied on to attract so large an amount 
of specie to our markets. No large stock of the precious metals is 
at present needed for commercial purposes in the United States. 
It must be accumulated, if at all, by the Treasury and the banks, 
and kept beyond the reach of commerce until resumption, when it 
should be put in circulation to replace the notes withdrawn and 
canceled, no large quantity of which can be spared from circula- 
tion till so replaced. The amount of specie needed for this pur- 
pose is measured by the excess of notes in circulation above the 
volume to be kept in circulation on a specie basis. This excess, 
except as diminished by contraction in the meantime, will reach some 
$ 400,000,000 to $450,000,000. Rigorous taxation and econony will 
be needed in order to provide the surplus revenue from which to 
accumulate so large a store even by the 1st of January, 1879. A 
return to the coin basis will place the country in a position to 
suppress the circulation of notes under $10, of which there were 
$ 295,535,485 outstanding November 1, 1874. This would effect 
the largest part of the required reduction in the volume of notes 
in circulation, and, with the currency under the control of the 
nation, is entirely feasible. The substitution of coin for notes 
under $10 will infuse into the monetary circulation a large supply 
of the precious metals, the deficiency of which, resulting from the 
issue of small notes, sometimes even for fractional parts of a dollar, 
has been one main cause of the instability of our currency even in 
specie-paying times. The policy of suppressing small notes has 
been tested, and its practicability demonstrated in the United 
Kingdom, by an experience of nearly fifty years. In 1833, a few 
years after the prohibition of small notes, the currency of the 
United Kingdom was estimated to consist of about $ 130,000,000 
in specie, and $178,000,000 in bank notes, in all $ 308,000,000, 
with less than one-half specie. To-day, according to the best esti- 
mate, British commerce rests on the solid foundation of over 

500,000,000 in specie and $ 220,000,000 in bank notes, in all 

720,000,000, with more than two-thirds specie. 


It is also worthy of consideration, whether silver should not be 
made a legal tender for sums of $10 or more. The pressure upon 
the supply of gold caused by the German coinage, and the efforts 
of the Bank of France to resume specie payments, is beginning 
to be severely felt at the great money centers. It can but be 
made more severe by the efforts of the United States to return to 
the specie standard. Anything, therefore, that can be done to 
enlarge the circulation of silver will tend to afford relief. 


The policy of the Bank of France offers an instructive contrast 
to that of our Government. On the ist of February, 1872, the 
specie reserve of the Bank was only $ 122,784,000. On the 1st of 
January, 1873, it had been increased to $ 154,064,000. On the 
sth of February, 1874, to $164,385,000; and on the 4th of Feb- 
ruary, 1875, to $ 266,693,000, showing an increase of nearly 

142,000,000 in the three years, $ 102,308,000 of which occurred 
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during the last year alone. It has, meanwhile, contracted its 
circulation, including post notes, from $ 580,600,000 on the 6th of 
November, 1873, to ¢ 539,411,549 on the sth of February, 1874, 
and to $ 506,841,259 on the 4th of February, 1875. It has 
reduced its loans and investments from $530,350,000 January rst, 
1874, to $494,990,000 on the sth of February following, and 
$ 364,573,000 on the 4th of February, 1875. With all this prepa- 
ration, which, according to some of our American authorities, 
would be more than sufficient, the Bank prudently refrains from 
commencing cash payments, and continues to strengthen itself. 
The difference between such a policy and that of our Treasury 
Department, is that the former is based upon the principle, over- 
looked by the latter, that a sound currency is more important 
than a paltry saving of interest. Measures as vigorous as those 
of the Bank of France might, during President Grant’s first term, 
have accumulated a reserve of specie that would have been ample 
for restoring the currency to a sound basis. The past cannot be 
retrieved, but for the future a policy may be adopted which shall 
provide the Government with a surplus revenue and devote it sacred- 
ly to the accumulation of such a reserve and to the contraction of the 
currency. 
Duptey P. BAILey, JR. 


THE NEW TAX BILL. 


The following are the provisions of the new tax bill as passed 
by the House on the 23d February by a vote of 123 to 113, and 
by the Senate on the 2d March by a vote of 30 to 29. It was 
signed by the President, March 3d, 1875: 

Sec. 1. That from and after the date of the passage of this act 
there shall be levied and collected on all distilled spirits thereafter 
produced in the United States, a tax of ninety cents on each proof 
gallon, or wine gallon when below proof, to be paid by the dis- 
tiller, owner, or person having possession thereof before removal 
from the distillery bonded warehouse; and so much of Section 
3,251 of the Revised Statutes of the United States as is inconsist- 
ent herewith, is hereby repealed. 

Sec. 2. That Section 3,368 of the Revised Statutes be and the 
same is hereby amended by striking out the words “20 cents a 
pound,” and inserting in lieu thereof the words “24 cents a 
pound.” Provided, That Section 3,394 of the Revised Statutes be 
and the same is hereby amended by striking out the word “ five” 
wherever it occurs therein, and inserting in lieu thereof the word 
‘“‘six;” and by striking out the word “sixty ” and inserting “ seven- 
ty-five.” [This increases the duty on cigars from $5 to $6a 
thousand, and on cigarettes from $2.60 to Bac 5-| Provided, That 
the increase of tax, herein provided for, shall not apply to tobacco, 
cigars or cigarettes on which the tax under the existing law shall 
have been paid when this act takes effect. 
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Sec. 3. That on all molasses, concentrated molasses, tank bot- 
toms, syrup of sugar-cane juice, melada, and on sugar, according 
to the Dutch standard color, imported from foreign countries, 
there shall be levied, collected, and paid in addition to the duties. 
now imposed in Schedule G, Section 2,504 of the Revised Statutes, 
an amount equal to 25 per cent. of said duties, as levied upon 
the several articles and grades herein designated. Provided, that 
concentrated melada or concrete shall hereafter be classed as 
sugar, dutiable according to the color of the Dutch standard, and 
melada shall be known and defined as an article made in the 
process of sugar-making, being the cane juice boiled down to the 
sugar point, and containing all the sugar and molasses resulting 
from the boiling process, without any process of purging or clarifi- 
cation. And any and all productions of the sugar-cane, imported in 
bags, ‘mats, -baskets, or other than tight packages, shall be consid- 
ered as sugar, and dutiable as such. And provided further, That 
of the drawback, on refined sugars exported, allowed by Section 
3,019 of the Revised Statutes of the United States, only one per 
cent. of the amount so allowed shall be retained by the United 
States. 


Sec. 4. That so much of Section 2,503 of the Revised Statutes 
as provides that only go per centum of the several duties and 
rates of duty imposed on certain articles therein enumerated by 
Section 2,504 shall be levied, collected, and paid, be and the 
same is hereby repealed; and the several duties and rates of duty 
prescribed in said Section 2,504 shall be and remain as by that 
section levied, without the abatement of ten per centum, as provided 
in Section 2,503. 

Sec. 5. That the increase of duties provided by this act shall 
not apply to any goods, wares, or merchandise actually on ship- 
board and bound to the United States on or before roth Febru- 
ary, 1875,nor on any such goods, wares, or merchandise on deposit 
‘in warehouses or public stores at the date of the passage of this 
act. 

Section 6 provides that nothing in the act of February 8, 1875, 
(the Little Tariff act) shall be construed to impose any duty on 
bolting cloths theretofore admitted free of duty, or te require the 
use of stamps on the entries of receipts in the pass-books of sav- 
ings banks. 


SPECIE PAYMENTS.—In the Massachusetts House of Representatives, on 
March 34d, a bill was introduced providing that all taxes levied and confirmed 
in the State on and after January 1, 1879, shall be collected in United States 
coin, United States gold certificates, or National bank notes which are redeem- 
able in gold on demand; that every contract or obligation made or implied 
and payable in this State, and made or implied after January 1, 1879, and 

ayable in dollars, but not in a specified kind of dollar, shall be payable in 

nited States coin of the standard of the weight and fineness established by 
the laws of the United States at the time the contract or obligation shall have 
been made or implied. The bill was referred to a joint special committee. 
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OUR FINANCIAL SITUATION.—THE ONLY REMEDY. 


BY ROBERT MORRIS. 
No. 5. 
To the Editor of the Bankers Magazine, New York. 


Sir: I thank you, in the name of truth and science, for the wide 
privilege of discussion allowed in your journal, on the subject of | 
our financial disorders. This is the only path which can lead to 
the discovery of the best method for their alleviation and cure. : 

Thurlow Weed, in speaking of “the good time coming,” says: ( 
in his late letter to V. W. Smith: “We must wait patiently for ( 
a generation that will return to Congress such men as Henry 
Clay, John J. Crittenden, Daniel Webster, John Sargent, and their 
like. ” 1 

David A. Wells says: “It is necessary for the country to go ’ 
through with a certain further amount of hard experience before it i 
is willing to even attempt to agree on any definite policy for resum- I 
ing specie payments.” 

I cannot concur with either of these prophets. Such a genera- a 
tion as Mr. Weed contemplates is probably not again to be born s 
on the earth. His vision, like the memories of his long life, ( 
stretches backward far into the past to conjure hope from graves. k 
Mr. Wells looks into the future, and consoles the patient in his s 
agonies of pain by telling him that he must suffer more before he is 
will suffer less. V 


Neither can I believe in those doctors who prescribe “rest” r 
for the patient. “The country” they say, “has done too much P 
work—gone beyond itself—built too many railroads; it must stop Pp 
and rest.” , u 

There are other doctors who deny this, and affirm that the 
country has built too few railroads! They point to the Valley , tl 
of the Mississippi, that Nilus of the modern world, where thou- ) 
sands of tons of corn rot annually in the granaries because of n 
deficient transportation to the sea-board; and they say: p 

“There is our true fountain of gold for specie payments! It ft 
is perennial and inexhaustible. It is the earth only that produces. 5 


You may legislate, and fund and refund, for a thousand years, 
and you will find no other source of that wealth which you are 
in quest of, to rebuild the broken arches of our national pros- 


perity! ” : . 
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There is more truth in this statement than we can afford to 
neglect. While our capacity of food production is unlimited by 
nature, it is limited by defective legislation—by a bad _ national 
policy. Consumption also is limited by defective legislation. It 
is not the increase of population only, but the advance of 
general development and culture also, that increases consumption, 
by the multiplication of human wants. It would involve too 
wide a diversion from the direct aim of this article, to attempt to 
show the bearings on our’ national wealth of the connection 
between our inland transportatjon and the income of our foreign 
food commerce. I refer the reader to the Congressional report 
of Senator Windom of Minnesota (2 vols. 1874—pp. 1300), for a 
complete display of the merits of the subject. 

Akin to the proposition of “rest,” and essentially one with it, 
is that of waiting for the country to “grow up” to the measure 
of wealth represented by our paper currency. Both of these prop- 
ositions contemplate not merely a policy of “do nothing,” but 
a policy of “let things go as they will,” which, translated into 
intelligible English, means—let our great system of credit drift 
into bankruptcy; let it crumble and totter to its bare bones; and 
when there is nothing more to fail, nothing more to dissolve 
into ashes and smoke, then the demand for gold will be at its 
minimum, and specie payments will follow as a thing of course, 

I do not believe in any of these do nothing doctrines. They 
are not commended by experience. There are no examples of 
successful industrial development under them in any country. 
On the contrary, wherever they have been tried, disorder, em- 
barrassment and ruin have followed in their train. Society is a 
system of action, not of inertia. The work of social organization 
is a practical work of vast labors and constant accumulation. 
What do those doctors mean who cry out “ Let the country 
rest!” Would they have its lands lie fallow, and by limiting 
production, limit also the growth of population? Would they 
prescribe the number of children that a poor man shall bring 
into the world ? 

I believe that the greater part of our difficulty at present is, 
that we are misled by “vain imaginings” as to the source ot 
our disorders, and therefore we are misled, also, as to the 
method of their cure. We are groping in the wrong sphere of 
phenomena for teachings and elucidations which we shall never 
find. We are exaggerating the obstacles to the resumption of 
specie payments, by misapprehension of their nature; and our 
methods fail because they are inappropriate to the object. It is 
certainly not by Mr. Weed’s “ patient waiting for a new genera- 
tion,” nor through the purgatorial pains denounced by Mr. Wells, 
that we shall reach commercial restoration. 

I propose that we abandon all these and similar fancies, and 
take our stand on admitted facts, It is admitted that, in all the 

51* 
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essential substantive things which constitute wealth, the country is 
as well provided at the present time as it was before the war, 
when specie payments were maintained without difficulty, and 
when the financial system was held to be sound. The commercial 
validity of that system was proved by the reorganization under the 
National law, which afforded all the proofs of liquidation, if the 
process was an honest one. What barrier should there be now to 
the maintenance of specie payments, if the resources of the coun- 
try are not only unimpaired, but greatly increased, notwithstanding 
the drawbacks of the war? Assuredly none, excepting in the 
method. But, after a trial of nine years, there has been no adapt- 
ability developed in the National method for a return to specie 
payments. The currency premium on gold is higher to-day (16 
per cent.) than it has been, excepting a few months, since March, 
1870. 

The question that assails us now is one of simple, practical organ- 
ization. To instruct us in that, there is the experience of other 
nations, by which the.same difficulties that now embarrass us have 
been successfully overcome. Why shall we not consent to be in- 
structed by that experience? We have gone over the same ground, 
encountered and overcome the same difficulties in our own his- 
tory, as a very brief retrospect will show. That history began 
with the establishment of the first Bank of the United States, in 
1791. Under its invigorating influence, all branches of business 
revived, commercial credit was restored from a state of prostra- 
tion, specie payments were maintained, and our National credit, 
as shown by the quotations of the London Exchange, became the 
foremost of the world. The expiration of this charter, which 
occurred in 1811, was immediately followed by a general depres- 
sion of business, by extensive insolvency of merchants, the pros- 
tration of the National credit, and finally, in 1814, by the suspension 
of specie payments. The Government was involved in the most 
serious difficulties to meet its disbursements; and the very politi- 
cal party which defeated the renewal of the charter of the first 
Bank of the United States now hastened with alacrity to pass 
the charter for the second, which was done in 1816. As in the 
case of the former, no sooner was the second Bank of the 
United States chartered than the clouds of despondency scat- 
tered, and business everywhere awoke from its lethargy. Specie 
payments were substantially restored months before it went into 
operation, such was the confidence inspired by it. Several years 
of embarrassment followed in consequence of the excessive credits 
of a large number of small banks with fictitious capital, which 
had been created to supply the place of the retired institution; 
but no new disorders were experienced. A period of twenty 
years of prosperity followed—from 1816 to 1836—excepting only 
the unsettlement caused by the political warfare directed against 
the Bank, begun seven years before the expiration of its charter. 
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Commerce could not fail to experience a severe shock, when 
its great Bank, with 58 million dollars of loans, and 33 million 
_of circulation and deposits, was attacked by a party overwhelm- 
ingly dominant in the National Legislature, and resolved to destroy 
it. But hopes were entertained until the last moment that the 
opposition to its re-charter would give way rather than visit such 
a blow on the country at the instigation of mere political enmity. 
The Government deposits were withdrawn from the institution in 
violation of contract, and in opposition to a vote of Congress, and 
a number of local banks under State charters were made depositories 
of the revenue in its stead. Several hundred new banks were created 
to supply its place, most of them with but a small proportion of 
real capital. This unexampled disturbance of the financial system 
brought on .a crisis, which was confirmed by the definite refusal 
of Congress to renew the Bank charter. There was then no restrain- 
ing power over the paper-money issues and loans of the local 
banks; and the excess to which they were carried culminated 
in a revulsion, which as yet was unparalleled in our history. 
Bankruptcy was general, involving the oldest houses, companies 
and corporations. Specie payments were suspended in May, 1837. 
The deposit banks failed with large amounts of the Government 
specie in their keeping, which necessarily became unavailable. 
The Secretary of the Treasury changed the custody of the reve- 
nues from the banks to the collectors personally; and by various 
expedients contrived to carry on the disbursements. The banks 
resumed specie payments in 1838, which was, however, to some 
extent but nominal. Those in and south of Philadelphia suspended 
again in October, 1839. The Philadelphia banks resumed in 1842-3, 
but the banks in the South and West generally continued for sev- 
eral years to struggle in the quicksands of suspension. In 1846, 
the Independent Treasury plan of fiscal management went into 
effect, and has been the law from that time to the present; but 
the banking system has not ceased to be subject to the same kind 
of shocks, fluctuations, and overturnings, as we have described. 
In the year 1857, the banks were again plunged into suspension 
by a violent but transient panic, of which the causes were phe- 
nomenal rather than normal. Specie payments were resumed before 
the end of that year. From that time until the breaking out of 
the civil war, the financial condition generally was characterized 
by the uneasiness and apprehension which usually attend a period 
of extraordinary political agitation. The practical working of the 
National paper system has yet given no ground of reasonable hope 
that specie payments can be resumed within any definite period. Mr. 
David A. Wells, whose connection with economic pursuits and 
labors as a statist commend his judgment to peculiar respect, 
prognosticates an indefinite continuance and heightened intensity 
of commercial distress “before the country is willing to even 
ettempt to agree on any definite policy for resuming specie pay- 
ments.” 
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A summary of the foregoing sketch assumes the following 


striking aspect: 
_— * specie payments a of suspension 
Sreedom from nd commercial 
tea convi:lsions. disorders. 
From 1791 to 1811. Period of first 
Bank of the United States-.. 20 
From 1811 to 1816. Period of local 
or State banks 
From 1816 to 1836. Period of second 
Bank of the United States....... 
From 1836 to 1861. Period of State 
banks and Independent Treasury. - 
From 1861 to 1875. Period of National 
Banking System, and State banks, 
and Independent Treasury 


15 
40 . 44 


Such is the condensed record of our financial histery for eighty- 
four years. During the forty years covered by the administration 
of the two Banks of the United States, the country enjoyed pos- 
itive exemption, not only from panics and the suspension of specie 
payments, but from those extreme fluctuations of monetary condition 
by which the period of forty-four years of State Bank policy was char- 
acterized. The disorders of the latter were to a considerable extent 
thrown over on the former period, and were corrected by it; as in 
1816, when the second Bank of the United States assumed the debts 
of the suspended local banks to the Government, and made them 
immediately available as cash in the Treasury disbursements. The 
charges made by political newspaper editors and partisan enemies 
of the Bank in Congress, that it exerted an arbitrary power over 
the local banks, were sufficiently disproved by the fact that from 
1817 to 1835 the yearly debt of the latter to the former was not 
less than $3,000,000; and after that time to the expiration of its 
charter, $ 1,500,000. 

I do not intend to deny that there were years of prosperity and 
freedom from commercial panics under the administration of the 
local banks; but there was no such steadiness of financial move- 
ment, and no such general and assured confidence in the stability of 
the financial system, as under the regime of the two National Banks. 
Neither public nor private credit stood so fair. There were four sus- 
pensions of specie payments; and through the whole period of forty- 
four years there ran a constant river of apprehension, agitation, uncer- 
tainty, and fluctuation, such as had no counterpart in the other 
period under review. I might give endless proofs of these general 
statements without adding to their force, or strengthening the 
deductions which may be made from them; and I fear that I have 
already imposed unfairly on your indulgence. I will therefore con- 
clude by a general outline of the institution which I propose as 
a remedy, and I believe the only practical remedy,—I do not fear 
to hazard the assertion that it would be a direct and immediate 
remedy—for the dangerous and demoralizing disorders of our finan- 
cial condition. 





1875. ] OUR FINANCIAL SITUATION. 799 


1. That Congress charter a Bank, with a capital which shall never 
exceed five hundred million dollars ($ 500,000,000). Large as this 
sum may appear, it is not larger, relatively with the ground to be 
covered by it and the financial and fiscal requirements of the country, 
than was $35,000,000 in 1876. ‘his capital should be made up in 
somewhat after the following example: $ 300,000,000 of the pres- 
ent capitals of the National Banks; $25,000,000 of subscription by 
the Government; $ 150,000,000 new cash subscriptions; $25,000,000 
divided among the States severally. The Government and State 
subscriptions might be payable in bonds. 


2. The term of the charter should be not less than fifty years. 
It should be subject to amendment or alteration by Congress. » 


3. It should have the exclusive right of issue of paper money, 
redeemable in gold and silver, and secured by stocks of the Uni- 
ted States. Fhe notes should be receivable for all taxes, duties 
and debts due the Government. 

4. The Bank to be the only fiscal agent and depository of the 
Government. It would supersede the Independent Treasury, pur- 
chase all its buildings, transact all its business, and make all its 
collections, free of expense. 

5. The rate of interest should be prescribed by the Bank itself. 

6. It should be bound by its charter to make loans to the 
Government, at a rate of interest never exceeding six per cent., 
said loans to be secured to the Bank by bonds bearing the same 
rate, and not to exceed in the aggregate amount $ 100,000,000. 


7. The Government should be represented in the management 
by one or more directors, who should receive a stated salary, 
payable by the Government; and who should be debarred from 
all loans, or perquisites of any kind on the part of the Bank. 

8. The issue department of the bank should be entirely inde- 
pendent of the department of discount and deposit. The latter is 
a purely mutual credit relation between the bank and its dealers. 
Bank deposits do not consist of money, but of current credits in 
exchange with the depositors. And inasmuch as they are not 
made in money, there is no ground in justice or logic for their 
demand in specie. Such demand is a fatal incongruity in bank 
practice. 

The constitutionality of a National bank can hardly be consid- 
ered a question in dispute, especially since the passage by Con- 
gress of a law taxing banks under State charters out of existence, 
and authorizing the establishment of over two thousand banks to 
supersede them. But there is not wanting direct and eminent 
authority on the affirmative side of the question. When Mr. 
Madison, who was the leading opponent of the act of incorpora- 
tion of the first Bank of the United States, in 1791, returned to 
Congress, on technical grounds, the first bill passed to establish 
the second Bank in 1816, he premised his objections to it by 
“waiving the question of the constitutional authority of the Legis- 
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lature to establish an incorporated bank, as being precluded, in 
his opinion, by repeated recognitions, under varied circumstances, 
of the validity of such an institution in acts of the legislative, 
executive, and judicial branches of the Government, accompanied 
by indications in different modes, of a concurrence of the general 
will of the nation.” President Madison recommended to Congress 
the incorporation of the second Bank of the United States, and 
signed the bill establishing it, in 1816. Henry Clay also opposed 
the renewal of the charter of the first Bank, in 1811, but warmly 
advocated the incorporation of a new bank, with a capital of fifty 
Pe dollars, in 1838. In addressing the Senate on the subject, 
said : 


“T think the constitutionality of a bank ought no longer to be regarded as 
an open question. There ought to be some bounds to human controversy. 
Stability is a necessary want of society. Among those who deny the power 
there are many who admit the benefits of a Bank of the United States. Four 
times, and under the sway of all the political parties, has Congress deliberately 
affirmed its existence. Every department of the Government has again and 
again asserted it. Forty years of acquiescence by the people; uniformity 
everywhere in the value of the currency; facility and economy in domestic 
exchange, and unexampled prosperity in the general business of the country, 
with a Bank of the United States; and without it, wild disorder in the cur- 
rency, ruinous irregularity in domestic exchange, and general prostration in 
the commerce and business of the nation, would seem to put the question at 
rest, if it is not to be perpetually agitated. The power has been sustained by 
Washington, the father of his country; by Madison, the father of the Consti- 
tution; and by Marshall, the father of the judiciary.” 


Above everything else, the first, and the master point to gain 
is, the firm and settled establishment of a commercial-financial 
policy; and consistently therewith the organization of an instru- 
mental agency to carry such policy into effect. The characteristic 
and philosophic or scientific difference between the plan of local 
and independent banks and that of the Bank of the United 
States, in connection with the local plan, consists in the one 
being composed of completely segregated parts (indicating division 
of power), and the other of an aggregation of parts, so as to 
constitute an effective union of the power to be exercised. In 
1838, on the passage of the New York general banking law, the 
late Judge Bronson wrote to Hon. Condy Raguet, of Philadelphia, 
on this subject, as follows. I may premise that Judge Bronson was 
a man both learned and practical in finance: 

F NEw York, May 1, 1838. 


“DEAR Sir: The present condition of the commerce, currency, and com- 
mercial credit of the country, and the derangement of the fiscal concerns of 
the Government, will, by every intelligent man, be admitted to be the result 
of our pernicious banking system—a system, framed by State legislators, 
which sets at defiance those immutable laws to which all banks must submit, 
whether they will or not, in spite of legislative protection. * * I should 
be happy to receive from you an expression of your opinion upon the probable 
influence of our general banking law, and particularly your ideas of the prin- 
ciples on which an institution should be formed which might be made, with 
unerring certainty, to exert a controlling influence on the exchanges, and put 
in abeyance those sedative and stimulating influences which grow out of our 
present banking system. That system, if left uncontrolled, wi// ever create 
vacillation and periodical convulsion in all the business concerns of the country, 
at home and abroad.” 
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Mr. Raguet wrote in reply: “I entirely agree with you in 
the position, that without the agency of a_ powerful institution 
to keep the issues of the other banks within prudential bounds, 
the anticipated benefits of the new law cannot be fully realized.” 


I must reserve a more extended notice of this correspondence 
for a future paper. 


Nothing is more remarkable in our financial history, than the 
perpetual recurrence of the same phenomena. As in 1811-16, 
and again in 1830-37, there is at the present time a false 
appearance of business, made up by the diversion of credit 
from all regular trade and commerce, into the channels of 
speculation and monopoly. The preponderant mass of bank 
currency and credit is devoted to personal speculation, under the 
influence of which there has grown up a class of rich, luxuri- 
ous and ambitious money lords and landlords, who are rapidly 
absorbing all enterprises and possessions which fall into embar- 
rassment. This is an inevitable sequence of long continued 
depression and final ruin of the small trades and occupations, 
which are the legitimate basis of a healthy state of commercial 
prosperity and social improvement. Our public newspapers, in 
common with all other controlling agencies, have become demor- 
alized, in their practice of puffing business for the sake of 
advertisements. They give a false aspect to everything. ‘They 
have fallen into the evil habit of representing that “ prospects 


are brightening,” and that the “good time coming” has already 
begun. Have they not been following this strain for months 
and years? And what have they done but to enrich them- 
selves, while the common fabric of credit has steadily sunk 
lower and lower toward dissolution. 


It is my firm belief that nothing short of a National Bank, 
of a magnitude corresponding with the crying emergency of the 
times, will ‘undershore” the superstructure of general credit, 
and save all branches of business from impending ruin. 

The common spontaneous objection to the organization of a 
Bank of the United States at the present time, is, that it involves 
the necessity of vesting a dangerous power in the hands of a few 
persons. The same objection was advanced to the incorporation 
of the Bank of 1791, and was then well answered by Hamilton, 
who said in his report to Congress, on the subject: “If the 
abuses of a beneficial thing are to determine its condemnation, 
there is scarcely a source of public prosperity which will not 
speedily be closed.” The objection was not verified in the history 
of the administration of either of the two banks chartered by 
Congress. Neither, if it had been verified, would that be a sound 
and sufficient reason for failing to do what the crying emergen- 
cies of the country demand at the present time. The power of 
the National system, with its two thousand banks encircling the 
whole nation, is infinitely more susceptible of abuse than would 
be the organization of the same capital under a single manage- 
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ment. When distrust of men reaches that height at which 
society dare not delegate the powers necessary to its own 
preservation and progress, one of two things becomes inevitable— 
despotism or chaos! Who is to determine that such a state 
exists? There can be little doubt of it, when all parties cry 
out—demoralization, corruption, The question is not now, whether 
the bank power shall be one of the powers of society, but 
in what shape shall it be organized? Shall it be in that of 
two thousand banks under the management of thirty thousand 
men, who are unknown and out of reach, or in that of one 
bank with a Board of twenty-five or fifty responsible directors, who 
are known and within reach of the law? 


Having far exceeded the limits I had proposed to myself for 
this article, I am compelled to an abrupt conclusion. 


THE MINNESOTA RAILROADS.—The Minnesota Railroad Commissioners report 
that at the end of June, 1874, there was 1,893 miles of railroad in the State, 
since which time 40 miles of line has heen completed, making one mile of 
railroad to 43.45 square miles of territory. These roads have a capital stock 
of $31,740,060, a funded debt of $86,344,154, and a floating debt of $6,255,025. 
The stock is at the rate of $16,767 per mile, and the funded debt $ 32,904, 
and the floating debt $3,235 per mile. The gross earnings of all roads report- 
ing were $6,194,669, which is about 5% per cent. on the stock and_ bonds. 
[t is an increase of 12 per cent on the earnings reported for the previous year. 
The working expenses were 69 per cent., and the net earnings § 1,894,800. 
Per mile the gross earnings were $3,272, the working expenses $2,271, and 
the net earnings $1,001. Subtracting taxes, this is reduced to $928 per mile, 
which is less than two per cent. on the stock and bonds, and less than three 
per cent. on the bonds alone. The interest on debt actually paid amounted 
to $1,959,331, or $245,171 more than the total net earnings, and only about 
one-third of the interest due was paid.—Ras/road Gazette. 


OHIO RAILROADS.—The eighth annual report of the Commissioner of Rail- 
roads and Telegraphs of Ohio, which gives the returns from its railroads for 
the year ending June 30, 1874, shows the length of main Jines and branches 
in the State to be 4,374.44 miles, an increase of 211.47 miles during the year, 
against 376.35 miles in the previous year. There are also 1,141.52 miles of 
second track and sidings, being 97.34 over the previous year. The cost of the 
roads is reported as $ 268,684,952, equal to $61,422 per mile. The stock and 
funded and floating debts of these roads exceed the reported cost by over 
ten per cent., being $67,782 per mile. The amounts stated are $150,547,397 
stock, $ 136,836,555 funded debt, and $15,596,811 floating debt. 

During the year the roads carried 15,487,294 passengers—10% per cent. 
more than the preceding year—and 26,199,435 tons of freight, which is 1 per 
cent. less. The average receipt for passengers was 2.672 cents per mile. On 31 
of the 34 lines the tonnage mileage is reported as 3,717,622,979, and the aver- 
age receipt per ton per mile as 1.332 cents, which is probably a lower average 
than that in any other State. The proportion of earnings of the railroads for 
Ohio was $37,177,130; the working expenses were $27,063,274, and the net 
earnings were $10,113,856, or 7 per cent. below those of the previous year, 
and less than 4 per cent. on the cost of the roads. 

A compilation of the items reported is made by the Railroad Gazette, and, 
when compared with these of 1872-3, shows that with an increase of % per 
cent. in the cost per mile of the roads, there is a decrease of 7% per cent. 
in their receipts, of 11% per cent. in their net earnings, and of 12 per cent. 
in the income on the capital invested. 
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THE NEW HOLIDAY LAW OF NEW YORK. 


An Act to Designate the Holidays to be observed in the Acceptance and 
Payment of Bills of Exchange, Bank Checks, and Promissory Notes. 


Sec. 1. The following days, viz.: the first day of January, 
commonly called New Year's day; the twenty-second day of Feb- 
ruary, known as Washington’s birthday; the thirtieth day of May, 
known as Decoration Day; the fourth day of July, called Inde- 
pendence Day; the twenty-fifth day of December, known as 
Christmas Day; any general election day; and any day appointed 
or recommended by the Governor of this State, or the President 
of the United States, as a day of thanksgiving, or fasting and 
prayer, or other religious observance, shall, for all purposes what- 
soever as regards the presenting for payment or acceptance, and 
of the protesting and giving notice of the dishonor of bills of 
exchange, bank checks, and promissory notes, made after the pas- 
sage of this act, be treated and considered as the first day of the 
week, commonly called Sunday, and as public holidays; and all 
such bills, checks and notes otherwise presentable for acceptance 
or payment on the said days, shall be deemed to be presentable 
for acceptance or payment on the secular or business day next 
preceding such holiday. 

Sec. 2. Whenever the first day of January, the twenty-second 
of February, the thirtieth day of May, the fourth day of July, or 
the twenty-fifth day of December, shall fall upon Sunday, the 
Monday next following shall be deemed a public holiday for all 
or any of the purposes aforesaid’; provided, however, that in such 
case all bills of exchange, checks and promissory notes, made after 
the passage of this act, which would otherwise be presentable for 
acceptance or payment on the said Monday, shall be deemed to be 
presentable for acceptance or payment on the Saturday preceding. 

Approved, February 24, 1875. 





LEGAL MISCELLANY. 


RECENT DECISIONS OF THE NEW YORK COURT OF APPEALS. 
(From the Albany Law Journal.) 


ALTERATION OF PROMISSORY NOTE. 


This was an action upon a promissory note by plaintiffs as third 
indorsees, against the maker. The defense was, that the note had 
been altered after its delivery by the insertion of a place of pay- 
ment; that*it was not stamped when made and delivered, the _ 
original parties to it having agreed that it should not be stamped, 
but that it be merely a receipt or memorandum of a transaction 
between them, out of which the giving of the note arose. It was 
stamped before. plaintiffs, who were dona fide holders of the note 
for value, received it. Hedd, that the note being perfect in 
form, except the blank after the word “at” for the place of pay- 
ment, it carried with it an implied authority for any dona fide 
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holder to fill the blank, and the insertion of the place of payment 
and the negotiation of the note contrary to the agreement of the 
original parties did not avoid it in plaintiffs’ hand. The rule is 
the same where a note is given not to be used or filled up in 
any way. Also fed, that the putting on of a stamp, although 
the same was unintentionally omitted, did not invalidate the note. 
Benedict v. Cowden, 49 N. Y. 396, distinguished; Redlich e¢ ai. 
v. Doll. Opinion by Earl, C. 





Promissory NotE—Bona FipE HOo.per. 


This was an action on certain promissory notes. The answer 
alleged that they were deposited by defendants with the payees, 
as collateral security upon a contract between the parties, that 
when the notes became due the payees were indebted to the de- 
fendant to an amount larger than the notes, and that the payees 
charged the notes against such indebtedness. Upon the trial 
plaintiff's president was sworn as a witness in its behalf, and testi- 
fied in substance that the payees of the notes being indebted to 
plaintiff upon a call loan were called upon to pay, that they 
stated they did not wish to pay then, and offered additional 
- security if the loan could be allowed to remain a little longer, 
and thereupon delivered the notes to plaintiff, which were received 
and placed with other securities. After this testimony the parties 
stipulated that the case should be decided exclusively upon the 
question whether, on the evidence given, plaintiff Was a dona fide 
holder for value of the notes: no further evidence was given in 
the case. Held, that plaintiff was not a dona fide holder for value, 
as there was no valid agreement for forbearance, that the rule 
authorizing the pledging of accommodation notes as security for 
an antecedent debt did not apply, as the stipulation must be con- 
sidered as having been made in reference to the defense pleaded, 
which was available against all except a dona fide holder who 
had parted with value upon the faith of them, and that, therefore, 
a judgment for defendant was proper. Atlantic National Bank v. 
Franklin. Opinion by Rapallo, J. 





STOLEN Bonps. 


This action was brought to recover for the conversion of two 
U. S. bonds for $1,000 each, payable to bearer. Defendant pur- 
chased them in the ordinary course of business, and paid for them 
their full market value. The bonds had been stolen the evening 
before from plaintiff, and printed notices describing these bonds 
with others had been left at defendant’s office upon the cashier’s 
desk on the morning of the purchase. Plaintiff testifiéd that when 
he demanded the bonds of defendant’s cashier, he notified him of 
the sending of the notice, and that the cashier replied that they 
did not care for notice. Defendant thereupon called the cashier, 
and after he had testified that he did not see the notice to his 
knowledge, offered to prove by him substantially, that bonds of 
the kind stolen were received and paid out by defendant, and by 
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bankers and brokers generally, as money; that the amount of 
them and the amount stolen was so great, and the notices of 
theft and loss so frequent, that it was impossible for defendant, 
without stopping its business, to regard the notices and compare 
the securities offered for sale therewith. Plaintiff objected to, this 
evidence, and it was excluded. Held (Reynolds and Gray, CC., 
dissenting), error; that disregard of or omission to examine the 
notice alone would not defeat defendant’s title, or deprive it of 
the protection extended to a dona fide purchaser, but that the 
tendency of plaintiff's evidence was to impress the jury that de- 
fendant was not such a purchaser, and the purpose of the proof 
offered was to remove such impression and to repel any imputa- 
tion of bad faith, and therefore the evidence was proper. 

Also held, that a dealer in U. S. bonds, payable to bearer, is 
not bound to inquire of one offering to sell, as to his right or 
title thereto, or to take any special precautionary measures to as- 
certain or protect the interests of others in case of the purchase 
by him of such bonds which have been stolen; an omission on 
his part to examine and regard a notice of the theft left at his 
place of business, will not of itself, without actual knowledge or 
notice, deprive him of the character of a Jona fide purchaser. 
(Reynolds and Gray, CC., dissenting.) 

One who purchases negotiable paper before due for a valuable 
consideration, in good faith, and without actual knowledge or 
notice of any defect of title, holds it by a title valid as against 
every other person. 

Suspicion of a defect of title, knowledge of circumstances which 
would excite such suspicion in the minds of a prudent man, dis- 
regard of means of information, an examination of which would 
disclose such defect, in fine, gross negligence at the time of the 
purchase will not alone defeat his title. It is evidence, but not 
conclusive of bad faith, and that must be established by one 
seeking to impeach such title. Seybel v. Nat. Cur. Bank. Opinion 
by Lott, Ch. C. 


' Promissory NoTE—STATUTE OF LIMITATIONS. 


This action was brought to recover a balance on a promissory 
note for $1,000, made by H. April 17, 1857, payable go days 
from date at the bank of N. Defendant and M. indorsed the 
note, and it was discounted at the bank. Before the note ma- 
tured H,. failed, and made an assignment. The note was duly 
protested for non-payment; soon after defendant paid thereon 
$500. The assignees of H. made a dividend and paid to de- 
fendant $90 to apply on the note. Defendant paid § 45 of this 
sum to the bank, February 16, 1858, telling the cashier that it 
was a dividend declared by the assignees of H. to apply on the 
note, and that he paid it as such. June 8, 1858, plaintiff pur- 
chased the note of the bank, paying the balance due thereon. 
This action was commenced against defendant as indorser Feb- 
ruary 13, 1864. He/d, that defendant’s payment of the $45 was 
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a sufficient acknowledgment of his liability to take the case out 
of the operation of the statute of limitations. 

Also eld, that it was not error to reject defendant’s offer to 
prove certain equities between him and M. That plaintiff suc- 
ceeded to all the rights of the bank as a dona fide holder, and 
that the respective liabilities of the indorsers, as between them- 
selves, were entirely immaterial to the bank or to plaintiff. Miller 
v. Talcott. Opinions by Lott, Ch. C., and Reynolds, C. 


PRINCIPAL AND AGENT—UsuRY. 


This action was brought upon a promissory note payable one 
year from date with interest. 

The defense was usury. The note was given for money loaned 
by C. as agent for the payee to defendant. G. C. was only 
authorized to loan the money at legal interest, and the payee 
knew nothing of the transaction between C. and G. G. testified 
substantially that he agreed to pay ten per cent. for the use of 
the money, and that he paid to C. $10, the surplus over the 
amount secured by the note. C. testified that the agreement was 
only for seven per cent. ‘The court charged in substance, that if 
C. was authorized to make the loan at lawful interest, and did so 
make it, and took the note thereupon, defendant knowing of the 
agency, the note was not usurious, although C. at the same time 
made a separate agreement with defendant that he should pay for 
her benefit $10 over and above lawful interest, provided plaintiff 
had no knowledge and in no way sanctioned such agreement. 
Held, error, as there was no evidence of any such separate agree- 
ment. 


Also held, that if the agreement was as testified to by G., al- 
though made without the knowledge or consent of the payee, and 
although the excess over lawful interest was received and appro- 
priated by C., yet the note was usurious and void. (Condit vz. 
Baldwin, 21 N. Y. 219, distinguished.) Algur v. Gardner e¢ ad. 
Opinion by Reynolds, C. ° 


LIABILITY OF BANK ON ACCEPTANCE OF CHECK. 


This action was brought to recover the amount of a check. It 
appeared that in February, 1866, one B. drew his check, dated 
March 1, 1866, upon defendant, doing business at A. There was 
written on the face of the check, “Accepted, A. J. Chester, A. 
Cash.” ~C., who wrote it, had been appointed by defendant assist- 
ant-cashier, for the special purpose of signing circulating notes. 
He wrote it without authority and in violation of duty. The 
check was put in circulation in February, and was cashed by 
plaintiff, in New York, on March 2, 1866, in the morning, he not 
having notice of any defects, save what appeared on its face. 
Held (Lott, Ch. C., and Earl, C., dissenting), that in the absence 
of proof of prior practice or usage, defendant could not be bound 
by the acceptance, even in favor of a dona fide holder; but that 
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plaintiff could not be held to stand in that capacity, as the accept- 
ance was not the common form used by banks to indicate funds 
on deposit to the amount of a check, as the acceptance appeared to 
be by a subordinate officer, whose authority must be shown, or facts 
estopping defendant from denying it, and as the check, if accepted 
at its date, could not, as the evidence showed, have reached New 
York in the ordinary course of the mails at the time it was 
cashed, which facts were enough to put the plaintiff upon inquiry. 
Pope v. Bank of Albion. Opinion by Reynolds, C. 


THE RIGHTS OF NATIONAL BANKS IN LIQUIDATION. 


Several attachments having been sued out by the creditors of the Cook 
County National Bank of Chicago, since it passed into the hands of a receiver, 
a sheriff of a State court proceeded to levy upon its property. Action of 
replevin was also brought to recover certain securities in charge of the bank. 
The receiver of the bank sought relief in an application for injunction, brought 
before the United States Circuit Court, Judge Blodgett presiding. 


The provisions of the national banking act which were relied upon to sus- 
tain the petition, are these: “It is the duty of the Comptroller also to appoint 
a receiver, who is required ‘to take possession of the bank’s records and assets 
of every description of such association, collect all debts, dues, and claims 
belonging to such association; and, upon the order of a Court of Record of 
competent jurisdiction, may sell or compound all bad or doubtful debts; and, 
on a like order, sell all the real and personal property, on such terms as the 
Court shall direct.’ 


“The act further provides that, having converted the assets of the associa- 
tion into money, the receiver shall transmit the same to the Comptroller, who 
shall first pay the Government any loss it may have sustained over and above 
the value of the bonds deposited for the redemption of the bills, and shall 
then divide the balance equally among all the creditors. 


“The act also provides that any person having a claim against the bank may 
adjust it with the receiver, or may obtain a judgment in the State or United 
States Courts, and, in settling with the creditors, the Comptroller takes into 
consideration the claims adjusted by the receiver, and also all judgments 
obtained in the courts.” 


Judge Blodgett delivered the decision of the Court as follows: 


“Upon consultation with Judge Drummond they both agreed that the 
injunction writ ought to issue at this time. Judge Drummond was at first 
inclined to think, as he himself had suggested during the argument, that the 
proper course to pursue would have been to move to quash the attachment in 
the Superior Court; but upon reflection they fully agreed that inasmuch as the 
attachment was void and not voidable, therefore it was the duty of this Court 
to issue the injunction. It was plain that this attachment suit should be 
restrained even without the aid of the amendatory act of Congress of March 
3, 1873, which absolutely prohibits proceedings by attachment against a National 
bank until judgment, and that, upon the showing in the present case that the 
bank had committed an act of insolvency, and was being wound up by a receiver, 
the matter comes under the general equitable jurisdiction of the Federal Court, 
as the attachment would interfere with the winding up of the corporation. 

“Tf each creditor of an insolvent National bank were allowed to get out 
attachments, then it simply became a race between creditors—an’ unseemly 
grabbing after the assets. The National banking law does not contemplate 
any priority among creditors. They must all await the_action of the receiver, 
and receive their fro rata after the assets have been converted. Therefore, 
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without the aid of the act of 1873, this proceeding would be enjoined under 
the general equitable jurisdiction of this Court. It was the obvious intent of 
the amending act of 1873 to prevent any interference by attachment or injunc- 
tion with a National bank at any time; but this was more applicable to a living 
than to a dead bank. In this case, however, of a dead bank,.it might as well 
be claimed that a creditor could attach property belonging to a dead man’s 
estate, and so take the settlement of the estate out of the hands of his admin- 
‘istrator as to attach property belonging to a bank after suspension and the 
appointment of a receiver. 

“The same reasons apply to the replevin suit of M. Kasprowicz & Co. 
against Mr. Burley, as it was an open question whether the securities sought 
to be replevied should be held by the bank as assets, or whether the bank 
was merely a bailee without any interest. This question, and all others, could 
be better settled by the receiver, on application to, and under the direction of, 
the Federal Court. 

“This was a better course than to allow the assets to be consumed in a 
series of suits in various courts, thus subjecting the estate to expense and the 
receiver to needless vexation. 

“Injunctions will therefore go against the defendants in both cases, but, of 
course, not against the State Court. The sheriff will not be enjoined, as it is 
not the practice to enjoin the officers of other courts. The defendants must 
see that the sheriff, who moves solely under their authority, takes no proceed- 
ings in violation of the injunction.” 


TREASURY CALLS OF 5-20 BONDS FOR REDEMPTION. 


The Secretary of the Treasury has issued during March two calls for the 
redemption of 5-20 bonds of 1862, as follows, the numbers being inclusive in 


each case: 
FIFTEENTH CALL.—March 1, 1875. 
Matures June 1, 1875—$ 5,000,000. 


Coupon Bonds. 
$50—No. 8,351 to No. 10,000. .... $ 500—No. 11,101 to No. 13,600. 
$ 100—No. 23,101 to No. 27,500. ..-. $1,000—No. 33,701 to No. 39,000. 


SIXTEENTH CALL.—March 11, 1875. 
Matures June 11, 1875—Amount, $ 30,000,000. 
Coupon Bonds—Fourth Series. Registered Bonds. 
$ 50—No. 10,001 to No. 15,400 ..-. $50—No. 2,001 to No. 2,125 
100—No. 27,501 to No. 40,000 .... $ 100—No. 159551 to No. 16,743 
500—No. 13,001 to No. 20,000 .... $500—No. 8,651 to No. 9,154 
$ 1,000—No. 39,001 to No. 66,000 .... 1,000—No. 35,701 to No. 38,073 
ee ,063, 5,000—No. 11,601 to No. 12,320 
on $ 24,063,750 $ 10,000—No. 15,501 to No. 19,341 
r Total..............-$5,936,250 


Bonds embraced in this call will be paid at any time previous to their ma- 
turity upon presentation, with interest to date of such payment, at the Treas- 
ury of the United States in the city of Washington, or at the office of the 
Assistant Treasurer of the United States in the city of New York. Registered 
bonds should be assigned to the “Secretary of the Treasury for redemption.” 

This call is for the purpose of obtaining bonds for the Sinking Fund, by 
virtue of the authority given by section 11 of the Act making appropriations 
for sundry civil expenses of the Government for the fiscal year ending June 
30, 1876, and for other" purposes, approved March 3, 1875, and in compliance 
with sections 3,694 to 3,697, inclusive, of the Revised Statutes of the U. S. 





NATIONAL BANKS OF NEW YORK. 


NATIONAL BANKS OF THE CITY OF NEW YORK. 


ABSTRACT OF REPORTS 


Made to the Comptroller of the Currency, showing the condition 
of the National Banks of the City of New York, at the close of 
business, February 28, 1873, February 27, 1874, and March 1, 


1875. 


Feb. 27, °74. 
48 Banks. 


$69,235,000 
21,937,705 


LIABILITIES. 
Capital stock paid in 


Surplus fund. 

Undivided profits 

National bank notes outstanding 
State bank notes outstanding .. 


Dividends unpaid 
Individual deposits 

S. Deposits 
Deposits of U. S. Disb’g Officers 
Due to National banks 
Due to State banks and bankers 
Notes and bills re-discounted.. . 
Bills payable 


27,085,342 


177,053 
163,184,295 
423,716 
40,057 
78,834,937 
25,824,395 


Aggregates $ 398,328,207 


RESOURCES. 


Loans and discounts 

Overdrafts 

U.S. bonds to secure circulation 
U.S. bonds to secure deposits . 
U.S. bonds on hand 

Other stocks, bds. and mortgages 


From other National banks.... 

From State banks and bankers. 

Real estate, furniture, &c 

Current expenses 

Premiums paid 

Checks and other cash items... 

Exchanges for clearing-house.. . 

Bills of other National banks .._ 

Bills of State banks 

Fractional currency 

Specie 

Legal-tender notes 

U. S. certificates of deposit.... 

Three per cent. certificates... .. 

Five & cent. redemption fund. . 

Due from U. S. Treasurer, other 
than preceding 


$ 202,058,582 
33,175 
33,933,100 


55143,850 


10,194,087 
1,901,120 
8,504,600 
1,134,561 
1,647,482 
1,546,693 
46,387,021 
4,204,830 


Aggregates ............--. $398,328,207 


11,462,268 ... 


122,835 -.. 


650,000 ... 


5,250,788 . 


Feb. 28, ’73. 
so Banks. 


$ 71,285,000 
21,304,808 
10,233,361 

--- 27,964,671 

147,387 

eee 256,822 

--- 208,639,378 

+: 266,935 

96,424 

«++ 74,364,848 

18,307,426 

= 67,910 

oe: 48,479 


$ 432,983,953 


$ 199,071,826 
— 277,387 
--- 34,358,100 
700,000 
---  3:747,550 
3571,897 
--- 13,849,887 
oe 
ene 9547; 
ane ute 

826,717 
1,609,934 
+ - 110,965,410 

1,550,527 
$965 

296,942 
13,498,549 
24,532,500 
10,890,000 

1,540,000 


wee 


$432,983,953 


March 1, ’75. 
48 Banks. 


$ 68,500,000 


--- 22,528,834 


-- II,IOI,QII 
939443 


239,108 


--+ 173,244,381 
Sas 308,116 


ae 28,158 
76,263,729 
28,413,019 


oe 200,000 


$ 403,698,770 


$ 204,576,448 
. 3959715 


7,011,129 
14,152,959 
anaes 
9,060,15 
1,176,828 
1,853,072 
Aang 
9,410,9 
= 13,062 
835 
304,605 
11,706,715 
19,292,047 
25,317,201 


1,536,401 
666,015 


$ 403,698,770 





BANKER’S MAGAZINE. 


BANKING AND FINANCIAI, ITEMS. 


RECENT ACTS OF CoNGRESS.—Among the acts passed during the second ses- 
sion of the Forty-third Congress, the following relate to National Banks, viz.: 

-An Act to amend the National Bank act, and fixing the compensation of 
National Bank examiners. 

An Act authorizing the Citizens’ National Bank of Sanbornton, N. H., to 
change its name. . 

An Act to authorize the consolidation of the Auburn City National Bank 
and the First National Bank of Auburn, New York. 

An Act to authorize the change of the name of the Second National Bank 
of Jamestown, New York. 


INSTRUCTIONS TO NATIONAL BANKS.—A circular from the Redemption 
Agency of the Treasury Department, issued March 7th, thus indicates the 
methods by which time and expense may be economized: 

In order to facilitate the issue of new circulating notes by the Comptroller 
of the Currency in return for National Bank notes redeemed by this agency, 
the redeemed notes are in all cases delivered to the Comptroller within twenty- 
four hours after my calls are made; and as soon as the reimbursing draft is 
received, or the reimbursing remittance counted, he is advised that a like 
amount in new notes may be forwarded. Delays in forwarding new notes to 
banks are often due to the exhaustion of their new notes in the Comptroller’s 
hands, and to their failure to order an additional supply in good season. The 
cost of printing the new notes is defrayed by the United States. It saves 
time, labor, and expense for express charges, to reimburse by draft instead of 
United States currency. 

When banks hold National Bank notes unfit for circulation, which they intend to 
send to this Agency for redemption, such notes may be forwarded to reimburse me 
for their notes redeemed, as well as in anticipation of calls, as heretofore, thus 
saving the express charges on the legal-tender notes, which would otherwise be 
returned. United States currency and National Bank notes, whether for redemp- 
tion or credit, should always be forwarded in separate packages, properly marked 
with the amount and nature of the contents, and should be accompanied by sepa- 
rate letters of advice. Only notes clearly unfit for circulation are delivered to 
the Comptroller of the Currency for destruction. Notice of the amount of the 
notes fit for circulation redeemed for each bank will be given in due time. 

F, E. SPINNER, 
Treasurer U. S. and Redemption Agent. 


THE RIGHT OF SEARCH FOR UNSTAMPED CHECKS.—The following letter 
has been received by the Revenue Reform Association. It is in reply to one 
addressed to the Comptroller, asking what right the Internal Revenue agents 
had to institute an inquisition into the affairs of banks, with a view to ascer- 
taining whether they hold any unstamped vouchers: 


TREASURY DEPARTMENT, 
OFFICE OF COMPTROLLER OF CURRENCY, 
WASHINGTON, March 13, 1875. 


Sir: I have received your letter of the 11th inst., with inclosure. The 
Commissioner of Internal Revenue claims the right, under Section 37 of the 
Act of June 3, 1864, and Section 49 of Act of July 20, 1868, to make exam- 
ination of checks in National banks, with the view to ascertain whether the 
required stamp has been affixed thereto. Whether he has such right has never 
been judicially determined, but if any National bank shall object to such 
‘ examination, an issue may be made, and the question brought before the 
courts for adjudication. Very respectfully, Jno. Jay Knox, Comptroller. 
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MUTILATED CURRENCY.—The Secretary of the Treasury has decided to 
return to the old method of redeeming mutilated United States currency, by 
which a reduction is made proportional to the part of the note that is 
missing. The change is to take effect on the Ist of April. 


THE TAXATION OF BANK SHARES.—The United States Supreme Court has 
recently decided a point which is of importance, in the case of Hepburn vs. 
The School Directors of the borough of Carlisle, Pa.; Error to the Supreme 
Court of Pennsylvania.—Where bank shares are worth 150 per cent. they may 
be rated at that amount for taxation; it is not the amount of money invested 
which is wanted for taxation, but the amount of moneyed capital which the 
investment represents for the time being. The Chief Justice delivered the 
opinion. 


Forcep Coupons.—Some apprehension was created in Wall street on March 
4th, by the announcement that forged bonds of the Wabash and Western 
Railroad,.of $1,000 each, were afloat. It was found that thirty-five coupons 
of $50 each of bonds No. 2 had been returned to the Company from the 
Metropolitan National Bank, where all their coupons are paid, and these were: 
at once pronounced to be forgeries, They were due in November last, and 
were paid shortly after that time. The bank was deceived by not keeping am 
account of the numbers of bonds and coupons, and will lose the amount of 
the coupons, $1,750. 


THE OCEAN NATIONAL BANK.—The majority report of the Congressional 
Committee on the subject of the New York Ocean National Bank, fully exon-- 
erates the receiver, and the minority report originally signed by only three of 
the Committee expresses a contrary opinion. It is now ascertained that since 
the adjournment of Congress two of the members of the Committee on Bank- 
ing and Currency have signed the minority report, thus making a tie in the 
Committee, excepting Mr. Phelps, who did not sign either report. 


CASHIER SENT TO PRIsoN.—In the United States District Court at New 
Haven, on March 16th, A. J. Hine, formerly Cashier of the Ansonia Nationa] 
Bank, was tried for deceiving the Bank Commissioner by false statements con- 
cerning the bank’s account with Henry Clews & Co. He pleaded guilty to the 
charge, and was sentenced to five years in the county jail. A molle prosequi 
was entered on seven other counts. 


GEORGIA.—The new ‘usury law of Georgia authorizes 12 per cent. per annum 
to be charged by special contract, the legal rate being otherwise 7 per cent. 
The penalty of taking an excess is forfeiture of the interest. 


INTEREST ON BALANCES.—There is a project under way among the banks 
in Chicago to secure a general reduction of the rate of interest paid on 
deposits. The rate has recently been reduced in Boston from four per cent. 
to three per cent., and a reduction has also been effected in New York. The 
banks here pay varying rates. Most of them pay four per cent. There are 
cases in which as high as six per cent. is paid. The Cook County paid some 
of its depositors ten per cent.—Chicago Tribune. 


ILLEGAL Bonps.—A recent decision of the United States Supreme, Court,. 
invalidating the Topeka (Kansas) bridge manufactory bonds, announces the 
principle that a Legislature cannot pass a statute creating a debt unless it has 
power to levy a tax in aid of the purpose for which the debt is created. The 
Legislature of Kansas has no power to tax the citizens of Topeka in‘ aid of a. 
manufactory; it therefore cannot pass a statute creating a debt for that purpose.. 
“There can be no lawful tax,’’ says the decision, “which is not laid for a 
public purpose.” The Chicago 7ridune thinks this decision may be made avail- 
able to invalidate many of the municipal debts of Illinois. 


NotarigEs Pustic.—A bill has been introduced in the Legislature of Mas- , 
sachusetts, providing that no person being a stockholder, director, cashier, 
teller or other officer in any bank, or holding 4 office or appointment of 
trust or profit under the Constitution or laws of the United States, shall be 
appointed to the office of notary public; and that no notary public holding an 
office mentioned shall hereafter protest any negotiable instrument. 
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MAINE.—Two new banks in Auburn will open business about May I. One 
will be the * National Shoe and Leather Bank of Auburn.” Capital, $150,000. 
The other, a savings bank, will be the “ Mechanics’ Savings Bank” of Au- 
burn, Maine. 


MIssouRI.—At a meeting of the Board of Directors of the Bank of North 
America, St. Louis, on March 11, the following officers were elected: Presi- 
dent, F. B. York; Vice-President, Alfred Bevis; Cashier, Albert Witzleben. 
Mr. F. B. York has been one of the banking firm of Parker, York & Co., of 
Coffeyville, Kansas, who retired from business on March Ist. 


BANK ROBBERY FRUSTRATED.—An attempt was made on the night of Sat- 
urday, March 13, to rob the savings bank at Osceola, Mo., but the officers of 
the bank, having been warned, had a force inside of the bank. When the 
robbers entered the bank they were fired upon. One was wounded and cap- 
tured, and the others fled. 


New York.—The uncertainties of the law — to legal holidays in 
this State, have at last been removed by the passage of the Legal Holiday Act, 
the text of which appears on another page. By this act all ed is payable, 
beyond question, on the business day next preceding such holidays. he ef- 
forts of Mr. David M. Stone, editor of the New York Journal of Commerce, 
have largely contributed to this long-needed action. 

A bill passed the Assembly on March 17th, to prevent individuals and cor- 
porations from doing business under names indicating that they are incorpo- 
rated banks or banking associations. ’ 

It provides that individuals shall not be prohibited from doing a banking 


business as individuals with the title of “ bankers” or ‘banking office.” 


Promissory NoTes.—A recent decision of the Superior Court of Cincinnati, 
upon the _— of due diligence in making demand of a principal, is thus 
summarize . 

Joseph P. Montfort e¢a/. vs. Francis Baker and Mary De Camp. Before 
Judge Tilden.—The suit was on a promissory note. There was a. demurrer 


to the original petition on the ground that it omitted to aver that the maker, 
Francis Baker, Kad removed from the State at the time the note became due, 
and the question arose as to the necessity of an averment of demand for pay- 
ment having been made. The Court remarked that the rule is settled now, 
that where demand has not been made, and the holder of the note seeks to 
excuse himself for not making it, he must state the grounds specially in his 
declaration; and the question arising upon the demurrer is, whether the cir- 
cumstances amount to an excuse for not presenting the note. This involves 
the law of diligence. The holder of commercial paper takes it on the under- 
standing that demand will be made on the principal, and this principle requires 
of the holder not an impossibility, but the exercise of diligence. It appears 
by the averment that Baker had tis place of business on the corner of Walnut 
and Sixth streets; that the notary presented the note there, but, on inquiry, 
ascertained that the maker had removed his place of residence to Louisville, 
Ky. The decision in 14 Ohio determined the question, ‘that diligence does not 
require the holder of a note given bya party in one State to follow that party 
-_? foreign jurisdiction, and there present it. The demurrer would be over- 
ruled. 


PENNSYLVANIA.—The Fifth National Bank of Pittsburgh commenced business 
in March, succeeding to the business of the St. Clair Banking Company, under 
the management of the same officers, Robert Arthurs, President, and L. Hal- 
sey Williams, Cashier; Mr. George F. Huff, of Greensburg, is Vice-President. 

During the first session of the Forty-third Congress, a special act was passed . 
allowing the Farmers’ National Bank of Greensburg to remove to Pittsburgh 
as the Fifth National Bank of that city. The stockholders of the St. Clair 
‘Banking Company having purchased an interest in the stock of the Farmers’ 
National, the two institutions are consolidated as above. 

RHODE IsLAND.—Mr. Benjamin White, for forty years the cashier of the 
Pheenix Bank, of Providence, and of its successor, the Phoenix National Bank, 
died on March 15th, aged seventy-three years. He was the oldest bank cash- 
ier in Providence. 
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THE BANK OF TENNESSEE.—The Supreme Court of the State of Tennessee 
rendered a decision on March 6th in the case of the holders of notes of the 
new issue of the Bank of Tennessee, deciding that it is a legal issue and a 
preferred claim against the assets of the bank. It is considered that this de- 
cision virtually makes the State liable. 


THE IMPERIAL BANK OF CANADA.—A meeting of the stockholders for the 
organization of this bank was held at Toronto on February 26th. Mr. H. S. 
Howland, who was called to the chair, stated that $600,000 of the capital 
stock had been subscribed, and twenty per cent. of this amount was already 
paid up. The authorized capital is $ 1,000,000, which sum will be nearly reached 
by a proposed amalgamation with the Niagara District Bank. An election of 
Directors of the new bank was held at the meeting, and officers afterwards 
chosen, as follows: President, H. S. Howland (late Vice-President of Canadian 
Bank of Commerce); Vice-President, Thomas R. Merritt (President Niagara 
District Bank); Cashier, D. R. Wilkie (late Manager Quebec Bank, Toronto). 
Imperial Bank begins business immediately, its head office being at 

‘oronto. 


MOoLsons BANK.—At the meeting in February of the Directors of the Mol- 
sons Bank, Montreal, Mr. John Molson, heretofore Vice-President, was elected 
President (in the place of the late Wm. Molson, Esq.). Mr. Thomas Workman 
was elected Vice-President, and the Hon. D. L. McPherson to fill the vacancy 
in the Direction. 


THE RIGHTS OF A DRAWER TO SToP A CHECK.—The following decision of 
the English Court of Exchequer Chamber, in the case of Glyns v. Mesa, is 
furnished by the London Zconomist: 


“The decision is to the effect that a check is to be treated as any other bill 
of exchange, rendering the drawer liable to be sued upon it, if unpaid, by any 
bona fide holder, who is not affected by an ‘equity’ attaching to the party to 
whom or on whose account the check was given. The circumstances of the 
present case were that the plaintiffs, being the bankers of Messrs. Lizardi, 
who failed two years ago, pressed them for payment of their overdrafts or for 
additional security, and when doing so, on the eve of the failure, received from 
them an order on the defendants to pay the amount of two bilis for £2,000, 
for which order the plaintiffs gave the defendants the check now in question, 
which the latter immediately placed to the credit of Lizardi’s account. The 
defendants, hearing meanwhile that Lizardi had stopped payment, instructed 
their bankers not to pay the check, upon which the plaintiffs immediately sued. 
Two points were thus raised—one, whether the exchange of the order from 
Lizardi on the defendants for a check by the latter was a consideration between 
them and the plaintiffs; and the other, whether the plaintiffs had not in any 
case a good title to the check, even if they had received it direct from Messrs. 
Lizardi, on the ground that, being given for an antecedent debt, there was a 
valid consideration which prevented them from being affected by the equities 
attaching to Lizardi. The Court below had given most attention to the first 
point, holding that the giving up of the order on the defendants to pay the 
amount was a valid consideration for the check as between the plaintiffs and 
the defendants; but the Court of Error now went further, and decided, with 
reference to the second point exclusively, that ‘a negotiable erage | given for 
such a purpose is a conditional payment of the debt,’ and being taken by the 
creditor as ‘money’s worth,’ is as truly his property as the money which it repre- 
sents would have been if paid in Bank of England notes orcoin. The defense 
had been that a check was different from a bill of exchange at however short a 
date, because in the latter case the creditor gave delay to his original debtor, 
and this was a consideration entitling the creditor to proceed against the drawer, 
while there was no such consideration in reference to a check payable imme- 
diately; but the Court, it will be seen, refused to recognize the distinction, and 
has placed a check on the same footing as other bills of exchange. It is to 
be regretted, perhaps, that the Court was not unanimous, Lord Justice Coleridge 
having dissented from his colleagues in an elaborate judgment, on the ground 
that a check is not a bill of exchange, but an instrument saz generis; but the 
common sense of the matter is so plain that we hope there is no chance of an 
appeal or an alteration of the law as now settled.” 
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STAMPS ON VOUCHERS. 


OFFICIAL INTERPRETATION OF THE ACT OF FEBRUARY 8, 1875. 


Mr. F. D. Tappen, President of the Gallatin National Bank of this city, 
addressed, in behalf of himself and other bankers, a letter to the Commissioner 
of Internal Revenue, asking a decision on certain points connected with the 
bank stamp act. The following is the reply: 


TREASURY DEPARTMENT, OFFICE OF INTERNAL REVENUE, 
WASHINGTON, March 10, 1875. 


fF. D. Tappen, Esq., President Gallatin National Bank, New York: 


Sir: In your letter of the 4th inst., you inquire as to the proper interpre- 
tation of the word “voucher” in section 15 of the “Act to amend existing 
customs and internal revenue laws, etc., approved February 8, 1875. 


You also ask the following questions: 


Ist. “Are notes, drafts and acceptances, when made payable at a bank, sub- 
ject to a stamp tax of two cents, and if so, does the tax apply to notes, drafts 
and acceptances drawn or accepted prior to February 8, 1875, and which have 
matured and been paid since?” : 

2d. “Does the tax apply to checks drawn by a bank upon itself for the 
purpose of paying its own dividends, and the dividends, coupons, or interest 
of other corporations ?”’ 

3d. “Are checks drawn by a State, county or city government on a bank, 
liable to this tax?” 


Section 15 of said act of February 8, 1875, provides: That a bank check, 
draft, or voucher for the payment of any sum of money whatsoever, drawn 
upon any bank, banker or trust company, shall be subject to a stamp tax of 
‘two cents. 

It is understood that this enactment was made mainly to meet evasions of 
the stamp tax on checks, by the substitution of receipts, orders “payable one 


day after date,” etc. It imposes the tax upon checks or orders, etc., drawn on 


time, as well as those payable at sight, or on demand, so also on receipts and 
all other vouchers substituted for checks, etc., as commonly used according to the 
custom of banks. 


Section 6, of the act of March 3, 1875, exempts from the tax “the receipts 
in the receipt-book of a savings bank, or institution for savings, having no 
capital stock, and doing no other business than receiving deposits, to be loaned 
or invested for the sole benefit of the parties making such deposits, without 
profit or compensation to the association or company, when money is paid to 
a depositor on his pass-book.”’ 


This provision leaves the tax upon all receipts (with the above exception) 
given to banks as vouchers for the payment of money on deposits, as imposed 
by section 15 of the said act of February 8, whether such receipts are loose 
or contained in a book. : 


I reply to your specific questions: 


1st. That if there is any understanding between the bank and the maker 
of the notes, or acceptor of the checks, drafts, or orders, payable at bank, that 
all such notes and acceptances shall be paid by the bank and charged in the 
account of the maker, drawer or acceptor, in the same manner as ordinary 
checks would be, such notes and acceptances are considered liable to the two- 
cent stamp tax as “vouchers” for the payment of money by the bank. This 
applies to notes, drafts, etc., made, drawn or accepted prior to February 8, 
1875, when paid by the bank on or after that date. 
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2d. This tax applies to “checks drawn by a bank upon itself for the purpose 
of paying its own dividends, and the dividends, coupons, or interest of other 
corporations,” or for other payments. 

3d. Checks drawn by State, county, or city officers in their official capacity, 
upon public funds deposited in a bank, are exempt, if said funds are kept 
separate from any private accounts, it not being within the intent of the law 
to tax a public treasury. 


I will add with reference to some other questions frequently proposed to this 
office, that orders for dividends are subject to the tax if drawn for a definite 
and certain sum, but not otherwise. . 


An ordinary certificate of deposit, used in the ordinary manner, is not liable. 


Interest coupons are considered exempt. Bills of exchange, foreign as well 
as inland, when drawn upon a bank, banker or trust company, are held to be 
subject to the tax, whether payable at sight or otherwise. Duplicates of bills, 
orders, etc., are liable the same as originals. Receipts not relating to danking 
business, for instance for rent, are exempt. Very respectfully, 

, J. W. Douctass, 
Commissioner. 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS, 


Authorized February 16 to March 23, 1875. 

No. Name and Place. President and Cashier. Capital, -——_. 
Authorized. Paid. 

2224 First National Bank, John F. Barber...... $50,000 
Nunda, N.Y. James S. McMaster. $ 30,000 

2225 First National Bank, John G. Borden 50,000 
Brewsters, N. Y. Frank Wells. _ 30,000 

2226 Citizen’s National Bank, Myron Waters...-... 50,000 
Warren, PENN. H. R. Crowell. 35,000 

2227 Lycoming National Bank, George Bubb......-. 100,000 
‘ Williamsport, PENN. Charles Gleim. 99,800" 

2228 Farmers’ National Bank, Vincent K. Keesey... 200,000 
York, PENN. 200,000 

2229 National Bank of Ira M. Hedges 100,000 
Haverstraw, N. Y. George H. Smith. 100,000 

2230 Valley National Bank, 50,000 
Red Oak, Iowa. R. M. Roberts. 50,000 

2231 West Waterville Nat. B’k. Albion P. Benjamin.. 75,000 
West Waterville, Mz. George H. Bryant. 48,000 

2232 First National Bank, Willard Blackinton... 100,000 
Attleboro’, Mass. Shep. W. Carpenter. 50,000 

2233 Merchants’ National Bank, __L. J. N. Stark 150,000 
Whitehall, N. Y. J. M. Guy. 150,000 

2234 Citizens’ National Bank, George W. Spilker... 100,000 
Muncie, IND. John Marsh. 85,400 

2235 Third National Bank, Jonathan Gallagher.. 200,000 
Allegheny, PENN. Wm. A. Clemens. 100,000 

2236 Diamond National Bank, Abraham Garrison... 200,000 
Pittsburgh, PENN. John S. Scully. 200,000 


2237 Marine National Bank, W. H. Everson 200,000 
Pittsburgh, PENN. W. C. Macrum 100,000 
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CHANGES OF PRESIDENT AND CASHIER, 
(Monthly List; continued from March No., page 730.) 
Marcu, 1875. 


Name of Bank. Elected. In place of 
Bowery National Bank...N. Y. City. C. Ring, Cashk.......- R. Hamilton. 
Dry Goods Bank.....-.- « A. W. Sherman, Cash. Charles E. Bogert. 
Farmers’ N. Gold B., San José, CAL. W. D. Tisdale, Cask.. George P. Sparks. 
First N. B., Georgetown......- Cot. Wm. L. Hadley, Cash. 
“ Golden City......- “« j. D. Witter, Pres.... Geo. W. Robinson. 
Citizens’ N. B., Washington....D.C. J. A. J. Cresswell, Pres. Jacob Tome. 
Nat. Exchange B., Augusta... -.... Ga. Joseph S. Bean, Cash. John Craig. 
People’s B., Bloomington. ...... ILL. P. Whitmer, Pres..... George W. Parke. 
National Bank of Bloomington.. “ D, M. Funk, Pres..... Jas. H. Robinson. 
Bente IN. E., TERROR 6002606000 “ C. Johnson, Pres..... F, A. Truman. 
“ w. sien seaeauas “ F. A. Truman, Cash... J. W. Chace. 
Farmers’ N. B., Keithsburg-.... “ F. P. Burgett, Cash... S. C. Orth. 
First N. B., Oregon SEA Ee “ W. W. Bennett, Pres.. Daniel Etuyre. 
OR kon sna wanna “ Hervey Lightner, Pres. Washingt’n Cockle. 
N. B. of Vandalia... ....se-se- “ R. T. Higgins, Pres... C. A. Sonnemann. 
Citizens’ N. B., Jeffersonville...IND. D. Ricketts, Pres..... James L. Bradley. 
First N. B., Madison........-.. “ A. B. Smith, Pres. .... E. G. Whitney. 
Thorntown ......-- “ John Niven, Pres...... Joshua Moffett. 
Union City.......5.. * ¥. S. Fisher, Pret... . J. S. Johnson. 
: Lae Grange ...<.j.55- “ —H. M. Herbert, Cask... R. S. Hubbard. 


Monticello N. B. Monticello. - Iowa. M. L. Carpenter, Pres. S. C. Langworthy. 
-- “  (C. Langworthy, Cask.. John O. Duer. 


First N. B., Bloomfield Kaanaie “ W. McK. Findley, Pres. W. D. Evans. 
- Fort Dodge....-- * LL. Blauden, Pres..... E. G. Morgan. 
_ Indianola .-.....- “ A. R. Henry, Pres.... A. S. Moncrief. 
a 6 eneeesee “ — G. A. Worth, Cash.... Edward R. McKee. 
Osage N. B., Osage ..--....- “« Jj. B Brush, Pres..... J. H. Brush. 
_ OF ates caeone “Avery Brush, Cash.... J. P. Brush. 
First N. B., Osceola.......... “John E. Chancy, Pres. H. C. Sigler. 

“ Webster City....- SB. S. Mason, Cash.... Bidets 
First N. B., El Dorado..... KANSAS. W. P. Gossard, Pres.. Neil Wilkie. 

. 7 ona - S. C. Shotwell, Cask.. A. H. Gossard. 

. Wichita ....... “« Jj. W. Eldridge, Cash. oes 
National Bank of Monticello. .... Ky. M. S. Wilhite, Cask... H. H. Gibson. 
Madison N. B., Richmond...... “ TT. S. Brewster, Pres.. J. S. Brouston. 
Biddeford N. B., Biddeford...... ME. C, E. Goodwin, Cash... R. M. Chapman. 
Pejepscot N. B., Brunswick..... “ H.C. Martin, Pres.... Wm. S. Skolfield. 
Sandy River N. 'B., Farmington. “ J. W. Fairbanks, Pres. F. G. Butler. 
sat N.B., Norway eocccccce “ —H. D. Smith, Cash.... A. E. Denison. 
Casco N. B., Portland.......... “Jj. P. Farrington, Pres.. Samuel E. Spring. 


New England Trust Co., Boston, Mass. Otis Norcross, Pres... A. A. Lawrence. 
Crocker N. B., Turner’s Falls. “ Wend. T. Davis, Pres. Alvah Crocker. 


Attleborough N. B., Attleboro’- “ D. Evans, Pres....... E. I. Richards. 
Blackstone N. B., Boston..... “ James Adams, Cash... S. D. Loring. 
Fall River N. B., Fall River... “ G.H. Hathaway, Pres. Richard Borden. 
First National Bank, Flint... MIcH. F. F. Hyatt, Pres..... E. H. McQuigg. 
Second N. B., Ionia.......... “Geo. W. Webber, Pres. W. C. Page. 
First N. B., aR « S. W. Webber, Pres... W. H. Freeman. 
“ Saginaw......... “« A. W. Wright, Pres... Joseph E. Shaw. 


Merchants’ N. B., Minneapolis, MINN. J. M. Williams, Cask.. W. J. Van Dyke. 


——  — Se ae ee 
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Name of Bank. 


First National Bank, Clinton... .. Mo. 


B. of North America, St. Louis... “ 
“ce ity “ 


“ec 


First National Bank, Ashland, Nes. 
Otoe Co. N. B., Nebraska City. “ 
State Central B., Grand Island.. “ 
Dover National Bank, Dover, N. i. 
First N. B., Newport 
Citizens’ N. B., Tilton 
Clinton National Bank, Clinton, N. J 
Merch. N. B., Newark 
First N, B., Red Bank 

a Somerville 


National Bank of Castleton....N. Y. 


= “ * Coxsackie... 
Dover Plains N.B., Dover nga 
Nat. Hamilton B., Hamilton. . 
Tompkins Co. N. B., Ithaca ... 
First N. B., Lowville 
N. B. of Newport 
Huguenot N. B., New Paltz... 


“e 


Second N. B., Oswego 

Union N. B., Troy 

First N. B., Union Springs.... 
“ Westfield 


First Nat. Bank, Garrettsville, OHIO. 


Jacksdn ..... * 
Farmers’ N. B., Mansfield 
First N, B., Massillon 


Knox Co. N. B., Mt. Vernon.. 
First’ N. B., Oberlin. ..... .... 
Third N. B., Sandusky 
Lagonda N. B., Springfield. - 


First N. B., Nevtienedead, Pewy. J 


04 Blairsville 
Farm. N. B., Bucks Co., Bristol “ 
Delaware Co. N. B., Chester. ; 
First N. B., Conneautville. --. 

- Hanover 

+ Indiana 


Coventry N. B., Anthony 
“6 “eé 


Cumberland N. B., Cumberland, 


First Nat. Bank, Fayetteville, TENN. 


+ «Jackson .... “ 
First National Bank, Austin, TrXAs. 
“ Denison. : 
City Bank of Dallas ......... 
Vermont N. B., Brattleboro’ 
Farmers’ N. B., Salem 
First N. B., Charleston 
Merchants’ Bank, Charleston, 
First Nat. Bank, Boscobel . 
“ Fond-du- Lac.. 
“ Grand Rapids 


53 


. 


Elected. In place of 
Wm. M. Doyle, Cash.. W. D. Tyler. 
F. B. York, Pres Charles E. Candee. 
Alb. Witzleben, Cash.. D. J. Hynes. 
/ L. Symington, Pres. Jason G. Miller. 
i. Hill, Pres Orsimus H. Irish. 
Hy. rt Koenig, Pres.. Fred. A. Wiebe. 


TD). Wyatt, Pres...... S.M. Wheeler. 
D. Richards, Pres T. W. Gilmore. 
Eleazer Davis, Pres... Asa P. Cate. 
Jos. Van Syckel, Pres. Robert Foster. 
Jas. L. Durand, Pres.. James L. Hays. 
Edw’d Kanouse, Cash. G. F. Parker. 
Horatio Ely, Jr., Cask. Alvin Chadwick. 
N. Young, Pres Aaron D. Hope. 


Jas. B. Downer, Cash. E. H. Griffith. 
Alexander Reed, Pres. J. C. Van Dyck. 
G.W.W.Ketcham, res. D. L. Belding. 
Alvah Pierce, Pres.... Adon Smith. 

L. L. Treman, Pres... C. L. Grant. 

C. D. Boshart, Pres... A. Davenport. 
G. H. Thomas, Pres... —F 
Jacob Lefever, Pres... Roelif Eltinge. 
M. DuBois, Cash Edmund Eltinge. 
L. H. Conklin, Cash.. Pree 
Adam R. Smith, Cash. Pliny M. Corbin. 
M. F. Backus, Cash... Geo. W. Winegar. 
L. A. Skinner, Pres... F. B. Brewer. 


W. C. Thrasher, Pres. R. M. Hank. 

D. Armstrong, Cash.. V. H. Benton. 
James S. Hedges, Pres. James Purdy. 
Salmon Hunt, Pres.... Isaac Steese. 
Charles Steese, Cash.. Salmon Hunt. 
John M. Ewalt, Cash.. L. B. Curtis. 

P. Daniels, Cash C. H. Jenkins. 
Henry Graefe, Cash... G. J. Anderson. 
C. Thompson, Pres... J. W. Keifer. 

. W. Cake, Pres Amos E. Kapp. 
Paul Graff, Pres Columbus Bell. 
C. N. Taylor, Pres.... Anthony Burton. 
Rob’t H. Crozer, Pres. Edmund Pennell. 
John Wormald, Pres.. W. L. Robinson. 
Z. P. Smith, Pres 1. Forney. 
John Sutton, Pres A. M. Stewart. 


. John Potter 2d, Pres... Asahel Matteson. 


Asahel Matteson, Cash. Thos. A. Whitman: 

O. D. Ballou, Pres.... Davis Cook. 

{. G. Woods, Pres George W. Jones. 
. A. Caldwell, Cash. N. Rhodes. 

. J. Brackenridge, Cash 

John Sneller, Pres..... A. D. Jaynes. 

T. K. Ferguson, Act. C. J. W. Walden. 


’. Lafayette Clark, Pres.. Wells Goodhue. 
. Green B. Board, Pres.. J. J. Moorman. 
A. W. E. Truslow, Pres.. Isaac M. Smith. 


N. B. Cabell, Cash.... J. M. Doddridge. 


s. John H. Sarles, Pres.. B. M. Coates. 


A. G. Ruggles, Pres... Edward Pier. 
Thomas B. Scott, Pres. George A. Neeves. 
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ts Additions for this list are solicited from the subscribers to this work. 


Place and State. 
Union Springs, ALA... 
Barnesville, Ga.-.-.-..- 
Morrisonville, ILv.. 
Oneida, 
Cairo, 
Indianapolis, 
Lawrenceburgh, “ 
New Paris, ee 
Muncie, F 
Morning Sun, Iowa. 
Eddyville, - 
Steamboat Rock, ‘ « 
Albia, 
Red Oak, 
West Waterville, ME. 
Attleboro’, MAss..... 


La Belle, Mo ..... 
Phelps City, < 
Brewsters, N. Y..... 
Haverstraw, ‘‘ 
Nunda, 

Whitehall, 
Pittsburgh, 
Warren, 

Williamsport, “ 
York, “ 
Corinne, UTAH 


“ce 


IND.. 


“ec 


“ 


THE PREMIUM ON GOLD AT 


- Walker, Vandeveer & Co... 
. - Traders’ Bk.(A.B. Anderson) Continental National Bank. 
- Alexander County Bank .... 


- People’s Bank 
-- Exchange Bank 
. Citizens’ National Bank .... 


- S. T. Caldwell 
. Cartwright, Lathrop & Co .. 
- Monroe County Bank 
- Valley National Bank 


. Fifth National Bank 


Name of Bank. 
W. M. Stakely & Co....... 
Barnesville Savings Bank. -. 


N. Y. Correspondent. 
R. T. Wilson & Co. 
National Park Bank. 
Leather Manufacturers’ Bank. 


George Opdyke & Co. 
Hanover National Bank. 


Merchants’ Exchange N. Bb. 
Third National Bank. 
Farmers & Merch. Sav. Bk.- Kountze Brothers. 

George Opdyke & Co. 
George Opdyke & Co. 
George Opdyke & Co. 
Kountze Brothers. 


Central Bank 


West Waterville Nat. Bank. 
First National Bank 
La Belle National Bank.... 
Thompson, Wyatt & Co..... 
First National Bank... . 

Nat. Bank of Haverstraw.. 

First National Bank 
Merchants’ National Bank.. 


Donnell, Lawson & Co. 
Donnell, Lawson & Co. 
- Irving National Bank. 
National Park Bank. 


Citizens’ National Bank .... 
Lycoming National Bank... 
Farmers’ National Bank.... 


J. W. Guthrie & Co 





NEW YORK, 
FEBRUARY—MaAnrcH, 1875. 


1874. Lowest. Highest. 1875. Lowest. Highest. 1875. Lowest. Highest. 
March ... 11% - 1336 --Feb.22.. Holiday. --Mar. 8 .. 14% - 15 
April.... 113% 14% .. 23-- 144%. 14% 9-. 1 «. 15% 

“a 11% - 13% 24-. 14% 145% 10.. 15 - 15% 
June..... 10% . 12% 25... 144 -. 14% 1 .. 15K. 153% 
jaly..... 9 . 10% 20.. 344 :' 14% I2.. 15% . 1556 
August... 94 . 10% 27-- 14% - 496 13 -- 14% - 1556 
September 9% - 104% 

October .. 93% - 10% ..Mar.1.. 14% . 14% 15 -- 15% - 16 
ee. .<.. 90 =< BEG .«. 2-. 14% - 14% 16.. 153% - 16% 
Dec. ..... 11% - 12% Z-- 1446 - 15 17-- 15% - 16% 

1875. 4-- 144% - 15% 18 .. 16% . 163% 
January .. 113% - 13% $.. & . ea 19-- 15% . 165% 
February. 13% - 15% 6.. 14% - 15% 20.. 1556 . 16 























DISSOLUTIONS, ETC. 


DISSOLVED, DISCONTINUED, OR CHANGED. 


(Monthly List, continued from March No., page 731.) 
CoLORADO.—People’s National Bank, Pued/o (in liquidation). 
GEORGIA.—Mutual Loan Association, Macon (merged in Capital Bank); 

Allgood & Hargrove, Rome (succeeded by R. T. Hargrove) ; Powell & Murphys, 
Barnesville (dissolved). 

ILLINoIs.—Barclay, Voorhies & Co., Chicago (suspended); Sawyer, McCracken 
& Co., Nashville (suspended). 

— Grange County Bank, Za Grange (merged in First National 

ank). . 

Iowa.—Carpenter & Lovell, Monticello (merged in Monticello National 
Bank); Monroe Savings Bank, Monroe (merged in First National Bank). 

Kansas.—First National Bank, Baxter Springs (in liquidation); First 
National Bank, O/athe (in liquidation); Lappin & Scrafford, Seneca (succeeded 
by State Bank of Kansas); Parker, York & Co., Coffeyville (discontinued). 

KENTUCKY.—Branch Farmers’ Bank. of Kentucky, Mount Sterling (merged 
in Farmers’ National Bank). 

MARYLAND.—Hooper, Reese & Co., Baltimore (suspended). 

MICHIGAN.—Thurber & Hallon, Zast Saginaw (suspended). 

MIssoURI.—People’s Savings Institution, St. Louis (discontinued); Western 
Savings Bank, S¢. Louis (in liquidation). ° 

NEBRASKA.—Bowker, Kennard & Co., Lincoln (suspended). 

NEvADA.—Wells, Fargo & Co., Pioche (closed business there). 

NEw Yorxk.—Second National Bank, Jamestown (now City National Bank) ; 
S. S. Marsh, Zittle Valley (failed); Kidd & Chapin, Rochester (merged in Bank 
of Rochester); Bank of Nunda, Vunda (succeeded by First National Bank). 

OHI0.—First National Bank, Beverly (in liquidation). 

PENNSYLVANIA.—Ackley & Smith, Philadelphia (now Shreve Ackley & Co.); 
Farmers’ National Bank, Greensburg, and St. Clair Banking Company, Pits- 
burgh (consolidated as Fifth National Bank of Pittsburgh). 

WISCONSIN.—National Bank of Commerce, Green Bay (in liquidation); 
J. A. Farnham, Wausau (merged in Marathon County Bank). 





THE IMPERIAL GERMAN BANK.—By an authoritative act of the German 
Government a-great and powerful financial institution will come into existence 
on January 1, 1876, viz.: the Imperial German Bank. The capital of the bank 
is to be $30,000,000, distributed in 40,000 shares of $750 each, on the prin- 
ciple of limited liability. The Government will be the largest shareholder, and 

reat powers are reserved to it. The bank will have authority to issue 

62,500,000 in notes of $25 and upward on credit only, and it may establish 
branches in the provinces. Four and a-half per cent. out of the profits may 
be paid to the shareholders. Of the remainder, twenty per cent. is to go to 
a reserve fund. The balance is to be divided equally between the shareholders 
and the Government; and if the profits should ever exceed eight per cent. one- 
fourth of the excess may be given to the shareholders, the other three-fourths 
being seized for the imperial exchequer. 

It was originally designed to establish a number of banks throughout the 
empire, somewhat upon the American system of a multiplicity of institutions 
without any great central bank. But the recent drain of gold from Germany 
has had the effect of alarming the public mind, and has resulted in a consider- 
able modification of the first plan, as explained on page 745 of this issue. 
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NOTES ON THE MONEY MARKET. 


New YorK, MARCH 24, 1875. 
Exchange on London, at sixty days’ sight, 4°82 a 4°82% in gold. 


The chief features of the monetary situation are connected with the stiffening 
of foreign exchange, and the reported negotiation of some considerable recent loans 
abroad. The disturbance of the gold premium, during the last few weeks, has 
given an unusual prominence to discussions relative to the foreign money markets, 
and some of our best authorities express the opinion that, if no unforeseen impedi- 
ment intervenes, larger amounts of European capital are likely to be invested here 
during the coming season than for several years past. 

The money market has been more quiet and the rates steadier than was anticipated. 
The failures in London and here do not seem to have produced any noteworthy impres- 
sion. The banks, from causes discussed below, have lost part of their reserves both of 
coin and of specie. Moreover, under the section of the new law for the resumption of 
specie payments directing the retirement of outstanding legal tenders amounting to 
80 per cent. of the National Bank notes issued, until the whole volume of legal tenders 
is reduced to $ 300,000,000, Secretary Bristow will have withdrawn 1 April $1,846,100 of 
legal tenders, or 80 per cent. of the amount of National Bank notes already issued 
under the provisions of thislaw. These legal tenders will be taken from the cash 
in the Treasury, and will be canceled and burned by the proper officer of the Depart- 
ment. The New York Bank statements compare as follows: 


Z 
1875. Loans. Specie. x. Circulation. Deposits. Exchanges. 
Marchr.... 293,017,000 .. 15,921,800 .. 51,900,600 .. 22,482,500 .. 233,607,500 .. 345,367,006 
 8.... 292,505,800 .. 13,305,100 .. 50,159,900 .. 22,410,000 .. 230,110,900 .. 487,189,372 
“ 15.... 288,446,000 .. 7,075,900 .. 51,342,900 .. 22,229,000 .. 223,501,200 .. 507,842,347 
“ 22.... 283,358,100 .. 7,268,000 .. 52,131,800 .. 22,231,900 .. 218,419,300 .. 425,078,449 
The Philadelphia Bank statements show the following results : 

1875. Loans. Specie. Legal Tenders. Deposits. Circulation. 
a eer 58,818,294 ... 213,969... 17,347,827 .-. 47,270,290 ... 11,337,274 
March 1........ 58,420,366 ... 233,362 ... 16,317,378 ... 46,884,855 ... 11,399,873 

= Beaccis.. Giger «.. 227,676 ... 16,229,989 ... 46,404,427 ... 11,343,164 
MT isaseons 57,695,896 ... 153,656 ... 16,431,235 .-+ 46,656,077 ... 11,345,412 
©  Bivacnses 58,861,261 ... 136,207 ... 16,088,328 ... 46,380,858 ... 11,432,948 


The Boston Bank statements compare rather more favorably than those of New 
York: 


1875. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Feb. 22......... 131,887,600 ... 1,375,600 ... 9,160,000 ... 79,321,900 ... 24,143,500 
ee 131,819,000 ... 1,210,900 ... 9,434,400 ..+ 79,139,900 ... 24,000,200 

i Seer re rT 132,471,100 ... 1,170,100 ... 9,831,300 ... 78,268 200 ... 24,133,300 

© Misscsecss 133,617,200 ... 904,500 ... 8,860,000 ... 76,792,400 ... 24,310,500 

FBR 62scsces 133;965,900 ... 693,400 ... 8,891,400 ... 74,822,900 ... 24,448,100 


The total amount of legal-tender notes deposited under the five per cent. redemp- 
tion clause of the law of June 20, 1874, is $13,323,274, of which amount the National 
Banks in New York have deposited $4,140,000; New Jersey, $297,000; Rhode 
Island, $154,000; Virginia, $85,000; South Carolina, $407,000; Georgia, $ 180,000; 
Louisiana, $383,000; Kentucky, $222,000; Missouri, $2,516,000; Ohio, $140,000; 
Indiana, $635,000; Illinois, $2,231,000; Michigan, $316,000; Wisconsin, $278,000; 
Minnesota, $540,000; Kansas, $94,000; Nebraska, $40,000; Utah, $270,000. Under 
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the law permitting National Banks to retire their own circulation, the amount 
of legal-tender notes deposited since March 1, is $974,000; and the amount de- 
posited since the passage of the act of January 14, 1875, is $4,020,945. The 
amount of. additional circulation issued since the rst of March is $856,645. 

The excitement in gold has not yet subsided. The advance of the month has been 
about two per cent. The loss of specie from the banks, as shown in the foregoing 
tables, is ascribed to the efforts of the cliques in locking up gold, with a view to their 
manipulations to put up the premium. The cliques are said to have depos- 
ited eleven millions of gold, partly with the Trust Companies and partly in the 
banks of New York and of the interior. How accurate this rumor may be we 
have no special means of estimating. So far as the National banks are con- 
cerned, the cliques have been prevented from getting much help. For many of the 
banks would positively refuse to allow themselves to be used by the clique, while 
there has been a wholesome fear of the Comptroller and his Examiners to deter 
others from lending on gold. There is no law to forbid such loans; but the public 
exposure of such transactions, by a report from the Comptroller, would be inju- 
rious to the credit and standing of any bank known to be helping the speculators in 
gold. It has been pointed out that one reason why the law of 1869, which for- 
bids banks from loaning on greenbacks and National bank notes, does not also 
forbid loans on gold, is that. merchants and bankers often require such loans 
in New York for legitimate purposes, and without any desire or intention to 
help the gold operators. This necessity is well known and acknowledged, but 
still the banks are more careful than they have heretofore been to guard against 
speculative loans on gold. 

Another device of the gold clique is to exaggerate the scarcity of gold for de- 
livery. Mr. Bristow has stopped his sales of coin from the Treasury. His total 
balance, after meeting all current liabilities for called bonds, gold certificates, &c., 
is now about $56,000,000. Against this Mr. Bristow has to provide for the March 
and May interest, $19,000,000; July interest, $25,000,000; bonds called for the 
Sinking Fund, $ 30,000,000. Total, $74,000,000 up to the 1st of July. The customs 
receipts for April, May and June will probably amount to 25 millions at least. 
Hence it appears that during the next three months there will be a surplus of about 
seven millions of gold, which the Secretary can sell or hoard, as he may deem most 
conducive to the public advantage. This surplus seems likely to disturb some of 
the calculations of the gold speculators, as does also the arrival of considerable 
amounts of the precious metals in this market, under the attraction of the current 
high rates. 

As to the prospects of gold, it is argued that the premium has been artificially 
depressed by causes which have now ceased to operate. Moreover, the green- 
back currency has been jncreased from 356 millions to 382 millions, and although 
it is now diminishing, still the diminution is compensated to the extent of 80 per 
cent. by new issues of bank notes. On the whole, the forces by which Congress 
has lately disturbed the currency are difficult to estimate, either in their magnitude 
or direction, and there is much conflict of opinion as to how they will ultimately 
affect the gold premium. 

The situation admirably suits the gold gamblers and stock speculators, but it is 
very perplexing to men engaged in legitimate business. 

At the Stock Exchange there has been considerable activity. Governments have 
been active, but the demand is chiefly for the home market. Prices have been firm 
in sympathy with gold. State stocks are very quiet. Railroad bonds have shown 
more activity, a lively speculation having apparently been organized in some of the 
low-priced bonds. In the railroad share market there has been a fair amount of 
business, but the general public have not been much inclined to enter the arena of 
the market as purchasers, so the athletes of the Stock Exchange have had it all their 
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own way. The chief excitement has been in Pacific Mail, Western Union, Union 


Pacific, and Lake Shore. The following are our usual quotations : 


Quotations: Feb, 24. March 3. March to. March 17. March 24. 
WN tinguesnseecinas 114% és 115 ee 115% re 116% os 115% 
U. S. 5-20s, 1867 Coup. 119% ra 119% ae 119% oi 119% ax 119% 
U. S. new Fives Coup. 114% re 114% wi 114% ss 115% os 115% 
West. Union Tel. Co.. 73 au “4h ~—.. 15% 6 7792 - 76% 
N. Y. C. & Hudson R. 101% - 101% ne 102% - 100% “a 100% 
Take Shore. ....0.0000 73% i 73% ar 73% a 73% os 73% 
Chicago & Rock Island 103% ais 103% oa 104% Ee 105% ee 105% 
New Jersey Central... 108% = 109 ae 110% ee 110% ine 110% 
oe cae NEEL OCT 27% a 26% ae 27% i 26% is 27 
Bills on London....... 4.8214 a 4.83 .. 4.8114 24.82 ..4.8044.80% ..4.78 44.79 ..4.824 4.82% 
Treasury balances, cur. $ 49,483,350 .. $48,849,956 .. $47,693,356 .. $46,503,268 .. $45,449,669 

Do. do. gold 48,198,804 .. 48,220,860 .. 46,542,363 .. 50,193,927 .. 52,556,941 


The U. S. long 3.65 bonds are attracting attention, and we have received 
from the National Currency Bank of this city a copy of the opinion of the Attorney- 
General of the United States relative to these bonds. They are issued by the Dis- 
trict of Columbia. The question is whether by the act of 20th February, 1875, 
the principal and interest of these bonds is ‘‘ guaranteed”’ by the United States. 
Mr. Attorney-General Williams says: ‘‘I doubt whether the use of the words ‘ prin- 
cipal and interest guaranteed by the United States,’ in the manner above suggested 
would be justified by the terms of the law. The word guaranty has a technical sig- 
nification when employed in connection with contracts and obligations importing an 
engagement to be responsible for the payment of some debt, or the performance of 
some duty, in case of the failure of a third party, who, in the first instance, is liable 
to such payment or performance. It is clear that, in this sense, the word would 
not aptly describe the undertaking of the United States, which is in the following 
language: ‘The faith of the United States is hereby pledged that the United States 
will, by proper proportional appropriations as contemplated in this act, and by 
causing to be levied upon the property within said District such taxes as will do 
so, provide the revenues necessary to pay the interest on said bonds as the same 
may become due and payable, and create a Sinking fund for the payment of the 
principal thereof at maturity.’ Here the Government of the United States itself 
undertakes to provide the revenue necessary to meet the interest as the same be- 


comes due, and to create a Sinking fund for the payment of the principal at the 


maturity of the bonds without regard to the failure of any third party. Practically, 
however, the pledge given by the United States, considered in the light of a security, 
may be equivalent to an unqualified guaranty; since the particular means and 
sources of revenue by and from which the Government promised to provide for the 
payment of the interest and principal are unquestionably adequate for that purpose.” 

The prospects of our securities abroad still seem to be injured by the heavy 
list of defaulting American railroad bonds which have paid no interest. That list 
is likely to receive several additions at the beginning of April. Among the first 
of these defaulting bonds it will be remembered were the Rockford, Rock Island 
& St. Louis bonds. These securities were quoted from 12 to 12% in Amsterdam 
during the first week of this year. At this price the whole amount, conveying a title 
without further obligations of note to the whole road of about 280 miles, could be 
bought for $1,125,000 gold, or a trifle more than $4,000 per mile. The proprietors 
of these bonds paid some $7,000,000 gold for their bonds five years ago; they have 
received an average of 2 per cent. on their money since, and now have a property 
worth less than a million and a-quarter. 

The evasions of the stamp tax, to which we referred lately, seem to have been 
practiced more extensively than was supposed, and considerable agitation has pre- 
vailed from the announcement that the parties were to be prosecuted. The only suit 
of which we have observed any published statement was brought March 18th in the 
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United States Court, Southern District of Ohio. The defendant is the Utica Bank 
of Utica, Licking County, Ohio. There are enumerated in the petition filed by the 
District Attorney six separate alleged violations of the law, between November 10, 
1874, and February 6, 1875, in that the defendant accepted and paid (contrary to 
the provisions of an act of Congress, passed June 30, 1864, and acts amendatory 
thereto) checks which had not been duly stamped, and the stamps canceled. The pen- 
alty provided for each offense is a fine of $50. The plaintiff prays for judgment 
for the several sums, amounting in the aggregate to $300 and costs of suit. The Clerk 
was ordered to issue summons for the defendant,*the action being to recover money 
only. The question has arisen whether the Commissioner of the Internal Revenue 
has any power to send his inspectors to examine banks in order to discover evidence 
of the evasions of the stamp tax. This point has never been adjudicated upon, 
but as the 22d section of the National currency law expressly exempts National 
Banks from all inquisitorial visitation except that of the official bank examiners, it 
has been held by the Treasury Department that the powers claimed for the Internal 
Revenue Inspectors are not according to law. 

The increase in the operating expenses of the English railways, in consequence 
of the advance in coal and in workmen's wages, has resulted since 1872 in a notable 
decrease in the dividends. On this subject the London Zconomist of March 6th 
gives the following statistics of the thirteen principal British railways during the 


last four years: 
Preference and-—Ordinary Dividend.~ 


—Working Expenses —~ Debenture . Per cent. 

Half-Year. Percent. Charges, on 
Gross of Less Capital 
Traffic. Amount. Traffic. Rents, &c. Amount. Pr.ann. 
& & 4 & & s.d. 
rst half, 1870...... 13,381,000 . 6,422,000 . 481 . _ . 2,861,000 . 4150 
2nd re csiataie 14,721,000 . 7,087,000 . 47°6 . 3,940,000 . 3,659,000 . 6 o4 
1st half, 1871...... 14,293,000 . 6.802,000 . 476 . _ - 3,288,000 . 5 82 
ie étnaed 16,672,000 . 8,002,000 . 48°0 . 4,238,000 . 4,656,000 . 7 30 
1st half, 1872...... 15,959,000 . 7:967,000 . 49°6 . 4,405,000 . 3,774,000 . 5 100 
2nd ant eee 17,928,000 . 9,121,000 . 50°8 . 4,268,000 . 4,748,000 . 7 20 
tst half, 1873...... 17,415,000 . 9,397,000 . 53°9 - 4,457,000 . 3,793,000 . 5 106 
and eae 19,727,000 . 10,702,c00 . 54°3 - 4,476,000 . 4,543,000 . 6110 
st half, 1874...... 18,093,000 . 10,256,000 . 56°5 . 4,685,000 . 3,339,000 . 5 06 
and Wo endeas 20,348,000 . 11,127,000 . 54°2 . 4,833,000 . 4,351,000 . 6 18 


The Canadian currency question is up in the Dominion Parliament. The bill of 
Hon. Mr. Cartwright, the Finance Minister, to further amend the acts regulating 
the issue of Dominion notes, provides that whenever the amount of Dominion notes 
outstanding shall at any time exceed $12,000,000 the Receiver-General shall hold 
specie to the full amount of such excess for the redemption of such notes, and when- 
ever the amount of said notes shall fall below $12,000,000, and exceed $9,000,000, 
the Receiver-General shall hold in specie not less than fifty per cent. of the amount 
of such notes above $9,000,000 for the redemption of such notes. 

The emigration movement begins favorably this year. From advices just received 
at the Bureau of Statistics it appears that the total number of emigrants who arrived 
at the port of New York during the month of February, 1875, was 4,876, of whom 
3,479 were males and 1,397 females. During the same month in 1874, the total 
number arrived at the port was 4,222, of whom 3,008 were males and 1,214 females. 

The Foreign Imports at New York for February are subjoined : 








1873. 1874. 1875. 
Entered for consumption.......... ....5 $20,711,242 .... $16,205,796 .... $19,475,483 
Entered for warehousing ................ 10,263,357. -.-- 9,438,177... 8,135,428 
Free goods..... BARRACKEW Lc Rist aemete nied 7:75%,905 .... 8,972,88t .... 8,042,547 
Specie and bullion...............6.0.00% 130083 =; . 822,784 .... 1,269,902 
Total entered at port ...............0000e $ 38,860,517. .... $35,439,638 .... $36,923,360 


Withdrawn from warehouse.............. 11,061,672... 9,422,534 ..-- 8,435,817 
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The Foreign Imports at New York for eight months of the fiscal year com- 
pare as follows: 

















1873. 1874. 1875. 
Six months ending January t............ $ 199,326,050 .... $ 177,517,854 «+... $ 175,110,736 
IE Wh fa wucaveactned s.bakae cca 4 <i wows 37,803,691 .... 30,310,679... 24,831,250 
WII sd. 6 sd caubdnhs bast cast ccoceans 38,860,517... 35,439,638 .... 36.923, 360 
Total eight months. «6. 5...6.06.0000600- $ 275,990,258 .... $ 243,268,171 . $ 236,865,346 


The Gold Receipts for Duties at New York for eight months lien with Feb- 
ruary are subjoined : 





1873. 1874. 1875. 
Six months ending January 1.......... $64,393,092 93. -.- $53,535.419 05 =... $ 54,213,434 16 
Pi ic nitions a depois od mhaea een 10,763,626 44 .. 10,042,084 05 .. 8,072,846 12 
i I sioisiesdiniesis seaacenas .s.see 12,893,637 89 .. 10,186,365 08 .. 11,811,046 95 
Total eight months................ .. $88,050,357 26 .. $73,763,868 18 .. $ 74,097,327 23 


The Exports from New York to Foreign Ports in the month of February compare 
as follows: 




















1873. 1874. 1875. 
Domestic produce... 0.0.5. c0cssecccece $ 20,474,949 ---- $20,078,112 .... $17,839,488 
Foreign merchandise, free............... 355,079 _..-. 183,447 cies 145.871 
do. dutiable.,.... eae 508,974... 464,052... 126,626 
Septet GN Ries oso sc ciccice scans 3,670,444 é 2.980,862 .... 4,040,524 
po re ree et ree $ 24,809,446 .... $23,706,473 .... $22,152,509 
do. exclusive of specie...... - beget .... 20,725,611... 18,111,985 


Exclusive of specie, the total Exports from New York to Foreign Ports for eight 
months ending with February are reported as follows: 











1873. 1874. 1875. 
Six months ending January 1.......... $ 130,400,814 .... $ 160,757,524 ....  $ 140,508,524 
BN ccc cnatuea: dosuaes <1 cannnetaes 20,050,550 .... 23,455,638 .... 19,291,403 
PUI 6 cere csuics Leis esice ae Mealvaaie 21,339,002 .... 20,725,611... 18 111,985 
I. 64s tas ceccnsniaiagons . $171,590,366 .... $ 204,938,773 -... $177,911,912 
PMR assia:8-. p Xo en. chew he stberia' ane 45,642,576 .... 26,481,747... 45,763,411 
NE I a ii 5s ain pea woe $ 217,232,942 .... $ 231,420,520 .... $223,675,323 


These aggregates belong only to the foreign commerce of this port. We receive 
here about two-thirds of all the imports of the country, and export from hence 
about 47 or 48 per cent. of all the exports, exclusive of specie. 


DEATHS. 


At ALLENTOWN, PA., on Monday, February 1st, aged fifty-one years, FRANCIS 
E. SAMUELS, Cashier of the SECOND NATIONAL BANK of Allentown. 

At Sr. JoHNsBuRY, VT., on Tuesday, February 16th, aged fifty-six years, JOEL 
FLETCHER, President of the LAKE CITY BANK of Lake City, Minnesota, 

At PHILADELPHIA, on Saturday, March 13th, aged fifty-four years, NATHANIEL 
B. BROWNE, President of the FIDELIry INSURANCE, TRUST AND SAFE DEPOSIT 
Co. of Philadelphia. 

At PROVIDENCE, R. I., on Monday, March 15th, aged seventy-three years, 
BENJAMIN WHITE, Cashier of the PHENIX NATIONAL BANK of Providence. 


At CHICAGO, on Tuesday, March 16th, aged sixty years, JOHN B. DICKINSON 
(of the firm of Dickinson & Co., Bankers, New York), formerly President of the 
TENTH NATIONAL BANK of New York. 








